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Chapter 1:  Purpose  

 

 

 The guidebook is meant to assist non-profit organization in explaining how they could 

rehab historic buildings in their communities by using federal historic tax credits.  Currently only 

Federal Historic Tax Incentives are only available to for-profit entities.  Through syndication, 

non-profits would gain equity for their rehabs, while the investor would receive tax credits that 

would reduce their federal tax liability.  This is a complicated area and very few people 

understand the deal structure.  I want to create a comprehensive source that a non-profit could 

understand and utilize the information in this guidebook to syndicate historic tax credits.    

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Chapter 2:  Methodology 

 To create a guidebook for non-profit organizations, I began by developing a though 

understanding of the current laws and regulations of historic preservation and Internal Revenue 

Codes.  I reviewed the National Park Service website to read the information about the tax 

incentives program.  I reviewed past historic tax credit projects that involved non-profits.  I 

researched legal codes and syndication deal structures.  I created flowcharts to allow readers to 

visually understand the deal structure.  There is not a lot of information on how a non-profit can 

use historic tax credits. After this research and analysis was completed, I began to create a 

manual to assist non-profits and for-profits in explain the historic tax credit process.  As a 

finished product,  I will produce a guidebook that takes a non-profit from purchasing a historic 

building to selling the building at the end of the five-year compliance period.   
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Manual Introduction  
 

The Federal Historic Preservation Tax Incentives program is one of the nation's most successful 

and cost-effective public/private revitalization programs.
1
  But what are tax incentives, also 

known as tax credits?  A tax credit is a direct, dollar for dollar reduction in the amount of money 

a taxpayer must pay in taxes for a given year.  For example, if you owe $10,000 in taxes and you 

have a $3,000 historic tax credit, you will then only owe the IRS $7,000 in taxes.  A credit is 

much better than a deduction which merely reduces a taxpayer’s income and puts him in a lower 

tax bracket.  Historic tax incentives benefit your non-profit organization because these credits 

can be assigned to an investor who funds your rehabilitation project and once the project is 

completed, you then allocate the credits to the investor.  This system is called syndication.   
 

The simple explanation for the Historic Tax Incentive Program is that it established tax 

incentives to entice developers into preserving historic properties that will be income producing.  

Depending on your building, you can qualify for a 20% historic tax credit or a 10% tax credit. 

Determining which credit you apply for will be discussed in this manual.  The Federal Historic 

Tax Credit is one of the few remaining tax-incentivized investment sectors which the United 

States government is interested in encouraging.
2
  

 

The purpose of this manual is to provide instruction on how a non-profit organization can use 

federal historic tax incentives to acquire funding from an investor to rehabilitate historic 

buildings.  Basically, your non-profit will create and become the for-profit developer of the 

rehabilitation in order to receive the tax incentives.  As a non-profit, you don’t need tax liability 

so you enter into an agreement with an investor who contributes cash at the beginning of the 

rehabilitation.  At the completion of the rehabilitation, the investor will be allocated the tax 

incentives in exchange for the cash they invested into your project at the beginning.  Over the 

course of five years from the completion of the rehabilitation, the investor will be allocated the 

tax incentives, while you have a certified rehabilitated building.  After the five years, the limited 

partnership will dissolve and you are free to use the building as your organization needs.  
 

Syndication of federal historic tax incentives is complicated and necessitates hiring professionals 

in historic preservation, legal, and accounting, but the tax incentive program allows professional 

consulting fees and costs to be included into the total qualified rehabilitation expenses.  It is from 

the qualified rehabilitation expense total that the investor derives their yearly 20% or 10% tax 

incentive percentage from the total amount of qualified expenses.    The issues of professional 

services and expenses will all be covered in this manual. 
 

For the moment, know that the historic tax incentives are a very worthwhile endeavor and that 

your reward is a secondary funding source that gives you the ability to rehabilitate your building.  

This manual is meant to assist in familiarizing you with historic preservation, the Federal 

                                                           
1 “Federal Preservation Program Notes: Federal Historic Preservation Tax Incentives Program,” Advisory Council on Historic 

Preservation, accessed February 27, 2013, 

http://www.achp.gov/docs/BRAC/Federal_Historic_Preservation_Tax_Incentives_Program-June_06.pdf.  
2“Federal Tax Incentives for Rehabilitating Historic Buildings: Annual Report for Fiscal Year 2011,” Technical Preservation 

Services, National Park Service, U.S. Department of the Interior, accessed November 8, 2012   http://www.nps.gov/tps/tax-

incentives.htm  (accessed November 8, 2012).  

http://www.achp.gov/docs/BRAC/Federal_Historic_Preservation_Tax_Incentives_Program-June_06.pdf
http://www.nps.gov/tps/tax-incentives.htm
http://www.nps.gov/tps/tax-incentives.htm
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Historic Tax Incentives Program, and the syndication or the sale of tax credits to investors who 

in turn invests in your project.   
  

 

 

 



 

iii 
 

Non-Profit Syndicating Historic Tax Credits: Disclaimer 

 

The information contained in this manual is for general guidance on matters pertaining to the 

Federal Historic Tax Credit Program, National Park Service and non-profit organizations. The 

application and impact of laws can vary widely based on the specific states and situations 

involved. For the purposes of this manual, I have relied on the federal law, so it is important to 

consider that other states may have different regulations or guidelines. Given the changing nature 

of laws, rules and regulations, and the inherent hazards of electronic communication, there may 

be delays, omissions or inaccuracies in information contained in this manual. 

The information in this manual is provided with the understanding that the author is not 

responsible for rendering legal, accounting, tax, or other professional advice or services and there 

is no warranty or guarantee, either express or implied, regarding the completeness, accuracy, or 

currency of this information, nor its suitability for any particular purpose. As such, it should not 

be used as a substitute for consultation with professional legal, accounting, tax or other advisers. 

Before making any decision or taking any action, you should consult a legal professional. 

 

While I have made every attempt to ensure that the information contained in this manual has 

been obtained from reliable sources, we are not responsible for any errors or omissions, or for the 

results obtained from the use of this information. All information in this manual is provided with 

no guarantee of completeness, accuracy, and without warranty of any kind, express or implied, 

including, but not limited to warranties of the completeness, accuracy, or currency of this 

information, nor its suitability for any particular purpose. 

 

In exchange for availing yourself of the information on this manual, you agree that the author 

shall not be liable to you for any loss or injury caused in whole or part by either negligence or 

contingencies beyond its control in procuring, compiling, or delivering the information. In no 

event will the author of the manual or the contributors of information to this site be liable to you 

or anyone else for any decision made or action taken by you in reliance on such information or 

for any consequential, special or similar damages, even if advised of the possibility of such 

damages. 

 

This manual contains links to other Web sites, including external links to information and Web 

sites not under the direct control of the author. The author disclaims all responsibility for, and 

makes no representations or warranties of any kind regarding the quality, accuracy, content, 

adequacy or completeness of any information that is contained in any Web site this manual links 

to. The author is not responsible for any information located at any other Web site. You assume 

all risks, and the author shall not be liable for, damages of any nature whatsoever resulting from 

accessing other Web sites from this manual. 



Chapter 1:  Before You Begin 

 
Table of Contents 

 

 

I.    Before You Begin:  A Checklist      2 

 

II.   Ownership and Intended Use of the Building     3 

 

III.   Contact Your State Historic Preservation Office    4 

 

IV.  Secure Your Property        4 

 

V.  Building Documentation       5 

 

VI.  Certified Historic Building       6 

 

VII.  Income Producing        8 

 

VIII.   Why the List of Requirements?      8  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



2 
 

 

 

 

I. Before You Begin:  A Checklist  

 

____ Determine the Building's Owner 

 

____    Nonprofit Owns Building  

 

____  Building is for sale  

   

____  Contact your State Historic Preservation Officer in charge of Tax Credits. 

 

 Name of the SHPO Tax Credit Reviewer ______________________________ 

 

____ Is the building secured and locked with access only to property owners?  

 

____  Has anything been removed or destroyed in the building since becoming the  

  property owner? 

 

____ Determining if the building is a certified historic structure.  

 

____  Yes, it is because the property is listed individually or 

 

____  Yes, it is in a contributing building in a historic district listed in the National  

  Register of Historic Places.  

 

____  No, the building is not listed individually nor is it a contributing building in a  

  historic district listed in the National Register of Historic Places.  

 

____ Yes, once placed in service the building will be an income producing property for  

 the five-year compliance period.  
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II.  Ownership and Intended Use of the Building 

 

The first step in a historic tax credit (HTC) deal is to know who t owns the building.  Knowing 

the ownership of the building is a factor in determining the type of HTC deal structure.  For this 

manual, two situations for non-profit organizations will be reviewed and explained. The first 

situation is  where a  non-profit intends to buy the historic building, and the second situation is  

where a non-profit already owns the building.   

 

If you haven’t purchased or 

acquired the building as the non-

profit, then wait to purchase the 

building  when you have formed a 

for-profit entity such as a limited 

liability company (LLC).  Non-

profit form LLCs  frequently and it 

is a relatively simple process.  In 

the case of historic tax credits, the 

LLC will be acting as a shell 

company and can be dissolved 

once the 5-year compliance period 

has been fulfilled.   

 

If you already own the building 

and plan to use the building after 

rehabilitation, you can still use the 

tax credits.  You will  have to 

determine if you want to be a landlord or a tenant of the building.  Figure 1 demonstrates the 

different combinations of building ownership and intended uses that can be used in a historic tax 

credit deal.   

 

Another determination in the HTC deal structure, is the non-profit's intended use  for the 

building.  Is the non-profit planning to use the building for their offices or use the building to 

fulfill a part of their mission as a community  center or outreach facility?  Or does the non-profit 

plan to rehab the building and use a portion of the building for the non-profit's use and lease the 

other portions for commercial or office use?  These are just a few of the options available for the 

non-profit's reuse of the building.  Figure 1 demonstrates the different combinations of building 

ownership and intended uses that can be used in a historic tax credit deal.  Just be mindful that 

depending on the ownership, you may need to adjust your intended use of the building if you 

want to receive the full amount of the historic tax credits.  This will be discussed further in 

Chapter 3 - How A Typical Historic Tax Credit Syndication Deal Works for a Nonprofit 

Organization 

 

Note:  If your non-profit does not fall under one of these options, please be advised  that historic 

tax credits may still be a viable option for your building  These other options are not covered in 

this manual due to the complexities of real estate ownerships and are beyond the scope of this 

Purpose: Save Building, but Not Use 

Themselves  

  

Nonprofit Owns Historic Building 

  

intends to lease Building to 

Tenants  

Figure 1: Combination of Ownership and Indented Use of Building.  

Graphic courtesy of Author.  
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manual.  This manual may still provide you with information and resources about the process of 

“selling” or syndicating your historic tax credits.   

 

III.  Contact Your State Historic Preservation Office  

 

At the start of the process, it is important to contact your State Historic Preservation Office 

(SHPO) to speak with the officer in charge of Tax Credits.  They will provide you with the 

appropriate documents and resources that are specific to your state.  It is also important to not 

start any clean up or begin rehabbing the building before talking with the state historic 

Preservation Officer in charge.    

 

According to the National Park Service (NPS), 

 

“regulations state that owners who begin rehabilitation work prior to getting approval for the 

National Park Service do so at their own risk.  If a project has already begun before it is 

reviewed by the National Park Service, and if some of the work does not meet the 

Standards, the owner may be required to do remedial work in order for the project to meet 

the Standards and receive the tax credit.  Or the project could be denied approval outright, in 

which case the owner would not be eligible for the credit.”
1
 

 

The SHPO is there to help you through the process and will be in charge of reviewing your 

application and documentation.  

Communication with this office is crucial 

throughout the tax credit process and to assist 

you so  that your tax credit application has the 

best chance of success.  

 

IV. Secure Your Property  

 

Before documenting the building, secure all 

points of entry to the building.  It is strongly 

encouraged by this author to cover windows, 

door openings, and/or any means of entry into 

the building to prevent vagrant and criminal 

activity from  taking place in your building.  If 

exterior doors are still in working condition and 

don’t have windows, then change the locks and secure doors properly. 

 

This may seem unnecessary if the building appears to be in a trashed or abandoned state, but 

until you have the state SHPO or  a historic preservationist review the building, you don’t know 

what could and should be preserved, rehabbed, restored or reconstructed.  Wood sash windows 

or industrial metal frame windows are major character defining features of any building and it 

would be best to prevent environmental damage, such as rain and snow, and to prevent 

vandalism, such as broken windows or graffiti. 

                                                             
1 “Incentives:  A Guide to the Federal Historic Preservation Tax Incentives Program for Income-Producing Properties,” National Park Service, 

accessed January 17, 2013, http://www.nps.gov/tps/tax-incentives/incentives/essentials_9.htm. 

Figure 2:  First floor windows are covered.  Photo 

courtesy of Author.  
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Plywood is the best product to use to prevent entrance into the building.  It is affordable, easy to 

install and reusable.  Depending on the size of the building, points of entry can be enclosed over 

a day or weekend.  Often local organizations such as neighborhood association, the Boy Scouts 

and Girl Scouts of America, schools, or local church organizations have weekends set aside for 

community  projects.  Contacting these groups is beneficial to everyone by encouraging 

community involvement and appreciation for the future preservation of the building.   

 

V. Building Documentation  

 

It is very important in a historic tax credit application to not remove anything from your building 

or allow others to remove  items from your building.  Most people want to instantly start on 

cleaning up the building and rehabbing it, but you 

must document the building and its surroundings.  

The documentation of the building is very important 

application element that is required by the National 

Parks Service (NPS).   

 

It is through your documentation  that the NPS will 

review your work from start to finish.  It is also 

important to ensure that character-defining features 

of the building  are not removed or destroyed.  

According to the NPS, it is important that  

“character-defining aspects of the building  need to 

be identified and evaluated.”
2
 

 

An example of a character-defining feature could be 

the front porch of a house.  A picture of the house 

shows that originally there was not a porch, but 

within five years of the original construction date, a 

porch was added to the house.  Although the porch 

is an addition,  the SHPO may determine that the 

porch is to be kept based on its age and the way the 

building has changed over time.  

 

According to the NPS, “the reason for not removing 

anything or allowing others to remove things from 

the building is that the historic tax credit is meant to 

preserve the building and all its historic features or 

physical integrity.”
3
  It is also important to 

remember that once something is removed or 

destroyed from the building,  it is lost forever.  The allure and appreciation for old buildings is 

                                                             
2 "Incentives:  A Guide to the Federal Historic Preservation Tax Incentives Program for Income-Producing Properties,” National 
Park Service, accessed January 17, 2013 http://www.nps.gov/tps/tax-incentives/incentives/essentials_9.htm.  
3
 “Additional Eligibility Requirements: Physical Integrity,” Technical Preservation Services, National Park Service, accessed 

February 27, 2013, http://www.nps.gov/tps/tax-incentives/before-apply/additional-eligibility.htm.  

Figure 4:  After rehab, shows the impact of 

removing features of a building.  Photo courtesy 

of Author.  

 

Figure 3:  Before rehab, the room shows a half 

partition wall and closet before rehab.  Photo 

courtesy of Author.  
 

http://www.nps.gov/tps/tax-incentives/incentives/essentials_9.htm
http://www.nps.gov/tps/tax-incentives/before-apply/additional-eligibility.htm
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directly related to the artistry and 

craftsmanship that is no longer seen in 

current buildings.  The original wood 

doors, mosaic floors, and painted murals 

on plaster walls are some of the features 

that  give the building significance.  To 

remove or destroy these character-

defining features could disqualify your 

project  from receiving NPS approval.  To 

reiterate, it is very important to document 

your building and to not do any work on 

the building until you have contacted your 

state SHPO Tax Credit Administrator.  

 

For more information about physical 

integrity and what is defined as character-

defining features, review Preservation 

Brief 17 - Architectural Character: Identifying the Visual Aspects of Historic Buildings as an Aid 

to Preserving their Character by Lee H. Nelson, FAIA at 

http://www.nps.gov/hps/tps/briefs/brief17.htm#Identify the Visual Character of Interior Spaces, 

Features and Finishes.   

 

The NPS has specific requirements about building documentation and photograph requirements.  

For more information, please see National Register Bulletin 23- How to Improve the Quality of 

Photography for National Register (NR) Nominations, 

http://www.nps.gov/nr/publications/bulletins/pdfs/nrb23.pdf. 

 

VI. Certified Historic Building 

 

To qualify for historic tax credits, the building 

must be a certified historic structure.  A “certified 

historic structure” is defined by Internal Revenue 

Code, Section 47(c)(3)(A) as any building (and 

its structural components) which is either (a) 

listed in the National Register, or (b) located in a 

registered historic district and is certified by the 

Secretary of the Interior to the Internal Revenue 

Service as being of historic significance to the 

district.  Simply put, if buildings are individually 

listed in the National Register of Historic Places, 

then they are already certified historic structures.   

 

To check if your property is listed individually or 

in a historic district as a contributing, use the 

following  website to review  the official National 

Register Records, http://nrhp.focus.nps.gov/natreghome.do?searchtype=natreghome.  

Figure 5:  Original fireplace destroyed.  Photo courtesy of 

Author. 

Figure 6:  Old Slater Mill, Pawtucket, RI c. 1890, 

one the first structures listed in the National 

Register.  Photo courtesy of Old Slater Mill 

Association  

 

http://www.nps.gov/nr/publications/bulletins/pdfs/nrb23.pdf
http://nrhp.focus.nps.gov/natreghome.do?searchtype=natreghome
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If the building  is listed as contributing to a registered historic district in the National Register 

(NR), then you must complete Part 1 of the Historic Preservation Certification Application.  To 

be considered a "certified historic structure," Part 1 must be  reviewed by the SHPO, and then the 

NPS.  When the NPS determines that the building contributes to the historic district, then the 

building becomes a "certified historic structure."
4
  

 

If the building is not in the National Register, either 

individually or as part of a historic district,   you will 

then  need to submit documentation to become a certified 

historic structure.  Buildings that are not yet determined 

to be "certified historic structures" can use the Historic 

Preservation Certification Application, Part 1 to request 

a "preliminary determination of significance."
5
  The 

preliminary determination allows  the NPS to review 

Part 2 of the Historic Preservation Certification 

Application, which describes the proposed rehabilitation.  

This means that if the building is in listed in the NR, 

your rehab project will not be delayed for not being in 

NR.  However, the preliminary determination is not 

binding and you will need to complete the process of 

being listed in the National Register of Historic 

Buildings.   

 

You will need to complete to complete two NPS forms.  

The first form will be a National Register of Historic 

Places Nomination Form (NPS Form 10-900).  The 

National Register Nomination process and forms are 

described in detail in Chapter 6.  The second form is the 

NPS Evaluation of Significance or a Part I of Historic 

Preservation Certification Application Part 1 - Evaluation 

of Significance (Form 10-168).  The Historic 

Preservation Certification Part 1 process and form are 

described in detail in Chapter 2.  

 

VII. Income Producing  

 

The Federal Historic Tax Incentive Program requires that the building be depreciable for five 

years following the building being placed in service, which means the building must be income 

producing for a five-year compliance period to receive the tax credits.  To qualify, properties 

must be used for commercial, industrial, agricultural, or residential rental purposes.  Some 

examples of income producing could be that you plan to turn the building into rental spaces for 

offices, apartments, retail stores, a restaurant, community center or a health club..  There are 

                                                             
4 Incentives:  A Guide to the Federal Historic Preservation Tax Incentives Program for Income-Producing Properties,” National Park Service, 

accessed January 17, 2013 http://www.nps.gov/tps/tax-incentives/incentives/essentials_9.htm. 
5 Ibid, 7.  

Figure 7:  Loft District (North) and Loft 

District (South) Historic Districts, Baltimore, 

MD, include nineteen brick manufacturing 

buildings near the University of Maryland 

Campus in downtown Baltimore.  The histroic 

districts are comproised of the numbered 

buildings. Image courtsey of City of Balitmore 

Website. 

http://www.nps.gov/tps/tax-incentives/incentives/essentials_9.htm
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many options available.  Note that plans change during any project and the intended income-

producing purpose can be changed at any time during the process if a better opportunity arises.   

 

For a list of possible income producing projects that have been approved for Historic Tax Credit 

Projects see http://www.nps.gov/tps/tax-incentives/case-studies.htm.    

 

VIII.  Why the List of Requirements?  

 

The above mentioned topics provided here for you are to  determine if your building and 

organization are a good candidate for the tax incentives program.  In the following chapters, all 

the points above will be explained  in more detail along with outlining the entire process  for 

applying for federal historic tax credits.   

 

 

 

 
  

http://www.nps.gov/tps/tax-incentives/case-studies.htm
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I.   Chapter 2:  Federal Historic Preservation Tax Incentives:  A Checklist  

 

____ Is my building listed individually in the National Register of Historic Places?  

 

 ____ If yes, then must use 20% HTC.  

 

  What is name of the property or address _________________________ 

 

  What is the NRHP Reference Number:  __________________________ 

 

  What Criterion is it listed as ____________________________________ 

 

  What is its Area of Significance _________________________________ 

  

____ Is my building listed as a contributing to a historic district in the National Register 

 of Historic Places? 

 

 ____ If yes, then must use 20% HTC   

 

  What is the name of the historic district  _______________________ 

  

 ____ What is the NRHP Reference Number:  ________________________ 

 

 ____ What Criterion is it listed as __________________________________ 

 

 ____ What is its Area of Significance ________________________________ 

  

 

____ Is my building eligible for listing in the National Register of Historic Places? 

  

 ____ Yes, what is its significance and level of integrity? ___________________ 

 

 ____  No, then considered a non-historic structure and can use 10% 

 

____ Does  my state have a State Historic Tax Program?  

   

 ____   Yes 

    how much?  _____________ 

  

    What documentation is needed to apply?  
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II.  Introduction  
 

The Federal Historic Preservation Tax Incentives, also called Historic 

Tax Credits (HTC), is a joint partnership between the Internal Revenue 

Service, which is in charge of the tax features, and preservation features 

are jointly administered by NPS and State Historic Preservation Office.  

However, the actual amount of historic tax credits is regulated by 

Section 47 of the Internal Revenue Code.  HTCs are a dollar-for-dollar 

reduction of income tax liability.  This means that if the tax payer has 

$8,000 in tax liability and $3,000 in historic tax credits, their tax 

liability will be $5,000.   

 

The amount of HTCs are computed based on either 20% or 10% of 

qualified rehabilitation expenditures (QREs) incurred during the course 

of construction.”
1
  Not all of the expenses used to rehabilitate your 

building will be approved; the NPS has very specific expenses that can 

be used when calculating your HTCs.  It is only the qualified 

rehabilitation expenditures (QREs) that get  the 20% HTC for certified 

historic buildings, or the 10% HTC for non-historic, non-residential 

building built before 1936.  Simply this means that your historic tax 

credits are a percentage of amount of the approved expenses used during your construction 

period.  This section is to give you a global view of the HTC and in the following chapter the 

entire process of HTCs will be explained.   

 

III.  Technical Preservation Services  
 

According to NPS, 

the Federal Historic 

Preservation Tax 

Credit (HTC) is 

available to the 

person(s) and/or the 

entity who holds title 

to the property. 
2
  

This is a true 

statement and it is 

also true that the 

NPS and SHPO are 

in charge of the HTC 

program.  However, 

Technical Preservation 

                                                             
1 “Federal Historic Basics: Federal 20 Percent and 10 Percent Historic Tax Credits,” National Trust Community Interment Corporation, Tax 

Credit Basics, accessed March 13,2013,  http://ntcicfunds.com/tax-credit-basics/federal-tax-credit-basics/. 
2 “IRS Info: Frequently Asked Questions,” Technical Preservation Services, National Park Service, accessed March 15,2013, 

http://www.nps.gov/tps/tax-incentives/before-apply/irs.htm.  

Figure 1: TPS example of good photo documentation. Photos courtesy of NPS. 

http://ntcicfunds.com/tax-credit-basics/federal-tax-credit-basics/
http://www.nps.gov/tps/tax-incentives/before-apply/irs.htm
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Services (TPS), a division of the NPS, is actually the division that directs the HTC program.   

 

Along with administering the HTC program, the Technical Preservation Services is also in 

charge of creating and developing the historic preservation policy and guidance on preserving 

and rehabilitating historic buildings; and sets the Secretary of Interior’s Standards for the 

Treatment of Historic Properties.
3
  Technical Preservation Services can also be contacted for 

more information about HTC and they are very helpful.   

 

The Technical Preservation Services online website has a wealth of information about the HTC 

program, the Secretary of Interior Standards for the Treatment of Historic Properties, and several 

other important documents.  For further information about Technical Preservation Services, 

check out their website, http://www.nps.gov/tps/index.htm.   

 

 

IV.  History of Historic Tax Credits  
 

The Historic Preservation Tax Incentives Program has been in existence for a relatively short 

time period.  After the National Historic 

Preservation Act of 1966 was passed into law, 

it was 10 years later that Congress passed the 

Tax Reform Act of 1976.  One part of the Tax 

Reform Act was designed to establish 

important tax incentives of commercial and 

income-producing structures certified to be 

historic by the Secretary of the Interior, as 

well as tax penalties for the demolition of the 

same.
4
  The purpose of the program was to 

reward private investment in rehabilitating 

historic properties such as abandoned or under-

used schools, warehouses, and factories to 

restore buildings into income producing businesses.  Prior to 1976, the tax incentives for 

developers favored new construction.
5
  The new historic tax incentives were beneficial to 

developers and historic preservationists.  After 1976, the National Park Service became 

responsible for ensuring that the historic character of buildings in rehabilitation projects would 

be certified in order to receive the tax credits.
6
  Through the use of tax incentives, the new act 

made the existing building stock of historic buildings economically attractive to developers and 

competitive with new construction.
7
 

 

In 1981, the Economic Recovery Act replaced the 1976 Tax Reform Act.  Under the Economic 

Recovery Act, the rehabilitation tax credits increased to 25 percent credit for income producing 

certified historic rehab, a 15 percent credit for the rehabilitation of non-historic commercial 

                                                             
3 “About Technical Preservation Services,” Technical Preservation Services, National Park Service, accessed March 15, 2013, 

http://www.nps.gov/tps/about.htm.  
4 William J. Murtagh, Keeping Time: The History and Theory of Preservation in America, (New York:  John Wiley & Sons, Inc., 1997), 213.  
5 Murtagh, 74 
6 Charles E. Fisher, “Promoting the Preservation of Historic Buildings: Historic Preservation Policy in the United States,” APT Bulletin , Vol. 29, 

No. 3/4, Thirtieth-Anniversary Issue (1998), 8, accessed November 25, 2012, http://www.jstor.org/stable/1504604. 
7 Murtagh, 74 

Figure 2: President L.B. Johnson signing NHPA in 1966. 

Photo courtesy of NPS. 

http://www.nps.gov/tps/index.htm
http://www.nps.gov/tps/about.htm
http://www.jstor.org/stable/1504604
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buildings at least 30 years old, and a 20 percent 

credit for renovation of non-historic 

commercial properties at least 40 years old.
8
 

The Act of 1981 also had given the investor the 

incentive of allowing a tax reduction equal to 

his investment as well as tax relief for losses 

incurred early in the project.
9
  According to the 

NPS, the National Trust and IRS, the 1981 

Economic Recovery Act alone produced 9.5 

Billion in 13,000 historic buildings between 

1982 and 1986.   

 

The last major structural changes to the Internal 

Revenue Code, Section 47 rehab credits were made in 1986, as part of the 1986 Tax Reform Act, 

which reduced the 25 percent certified historic rehab credit to 20 percent and reduced the non-

historic building rehab credit into a single 10 percent credit for nonresidential buildings 

constructed before 1936.
10

  In other words, the 20% rehabilitation tax credit equals 20% of the 

amount spent in a certified rehabilitation of a certified historic structure.   

 

The Historic Preservation Tax Incentives Program has been 

successful in the preservation of historic buildings in the United 

States.  From 1977-2010, the Tax Reform Act has been able to help 

over 37,364 of Part 3-certificd historic rehabilitation projects and 

has generated over $58 billion in historic preservation activity since 

its inception in 1976, according to the 2010 Statistical Report and 

Analysis report prepared by National Park Service. Overall, the 

Historic Preservation Tax Incentives Program is the nation’s most 

effective Federal program to promote urban and rural revitalization 

and to encourage private investment in rehabilitating historic 

buildings according to the National Park Service. 

 

V.  State Historic Tax Incentives  

 

Currently 32 states have a state specific historic tax credit program 

and four state’s legislature have introduced bills that would allow 

you to receive federal historic tax credits and state historic tax 

credits.    10 states do not have a state income tax, which prevents the use of state historic tax 

credits in their states.  To find out your state has state historic tax credits available, check out the 

National Trust Community Investment Corporation's  (NTCIC)  

website at http://ntcicfunds.com/tax-credit-basics/state-basics/.  

 

                                                             
8 Murtagh, 74  
9 Murtagh,75.  
10 Murtagh, 75. 

Figure 3: President Regan signing Economic Recovery 

Act of 1981. Photo courtesy of President Reagan's 

Library 

Figure 4: HP Laws.  Photo 

courtesy of NPS. 
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With the state historic tax credits, 

state legislation creates the laws 

and regulations for rehabilitation 

tax credits.  Each state varies in the 

percentage amount of available 

historic tax credits and some states 

also have a cap on the total amount 

of rehabilitation tax credits are 

available each year.  To show the 

differences between state historic 

credits, Wisconsin allows for a five 

percent return on your rehab, while 

in Utah allows for a 20 percent 

return.  The state of Missouri offers 

a 25 percent state historic tax 

credits.  Although each state may 

have different regulations, when 

applying for federal HTC, you can usually apply at the same time for state HTC.   

 

It is to your benefit to review your state's historic tax credits.  If you live in a state such as 

Missouri, your available credits are even more enticing to a perspective investor because their 

state tax liability might also be lowered concurrently with the federal HTC. If you have questions 

concerning state historic tax credits, contact your SHPO for further information.  It is to your 

benefit that you apply for federal and state HTCs.  

 

VI.  To Use 20% HTC or 10% HTC  

 

This is simple, because there are two types of historic tax credits.  Depending on the significance 

and integrity of your building, you may not have a choice between using the 10% HTC or 20% 

HTC.  If your building is listed individually or listed as a contributing building in a historic 

district in the National Register for Historic Places (NRHP),  your building is automatically 

Figure 5:  Map of State Rehabilitation Tax Credits.  Courtesy of National 

Trust Community Investment Corporation (NTCIC). 

Figure 6:  The Bleachery in Rockhill, SC is eligible for 20% HTC.  Photo courtesy of City of Rock Hill. 
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considered a certified historic structure and you have to use the 20% HTC.  If your building is 

listed as non-contributing in a historic district that is in the NRHP, then you have to use the 10% 

HTC as non-historic structure.  So it is important to know at the beginning of a deal the status of 

your building.   Provided on the next two pages is a flow chart detailing the different  

 

The succeeding flowcharts show the requirements and determinations required for the 10% HTC 

and the 20% HTC.  

 

VII.  10% Rehabilitation Tax Credit Guidelines  

 

The 10% HTC is an alternative for non-historic structures.  First, the property must be a building, 

as opposed to a boat or train.  A building is determined non-historic structure if it not listed in the 

NRHP as an individual building or contributing building  or is listed in the NRHP as a non-

Figure 6:  10% Rehabilitation Tax Credit Flowchart.  Courtesy of Author. 
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contributing building in a  historic district.  Also, if the building was built before 1936, then you 

are a non-historic structure.
 11

   The 10% HTC is very straightforward and reduces the state and 

federal agencies oversight.  The amount received in tax credits is reduced, but could be 

accomplished and still be profitable as a means for funding your project.  

 

In order to use the 10% HTC, the building could not have been moved from original location, 

and can only be used for non-residential purposes.   This means that the building and be used 

commercially as office space or hotels, but not for apartments or housing.   The property must 

also be depreciable, meaning income producing , and must undergo substantial rehabilitation that 

exceeds $5,000 or adjusted basis of the property, whichever is greater. 

 

An advantage to the 10% HTC is that rehabilitation standards are less arduous with no formal 

SHPO or NPS review process.  The 10% HTC project must meet a specific physical test for 

retention of external walls and internal structural framework with at least 50% of the building’s 

external walls existing at the time the rehabilitation began must remain in place as external walls 

at the work’s conclusion, and at least 75% of the building’s existing external walls must remain 

in place as either external or internal walls, and at least 75% of the building’s internal structural 

framework must remain in place.12 

 

The tax credit must be claimed on IRS form 3468 for the tax year in which the rehabilitated 

building is placed in service.  There is no formal review process for the 10% rehabilitation tax 

credit.  The 10% HTC is an easy process that allows for more lenient rehabilitation standards.  IT 

further, acknowledges that although not eligible for the NRHP,  non-historic structures are still 

important and useful.  

 

VIII.  20% Rehabilitation Tax Credit Guidelines  

 

The 20% HTC is a structured and detailed process.  The 20% HTC is available for properties 

rehabilitated for commercial, industrial, agricultural, or rental residential purposes, but is not 

available for owner's private residence.
13

  The property must be a building and it must be a 

"certified historic structure" (CHS).  If your building is listed individually or as a contributing 

building within a historic district in NRHP, then the structure is already a CHS by the NPS.  If 

your building is not listed in NRHP or located in an eligible historic district that is not listed, 

then you can complete the Historic Preservation Certification Application (HPCA), Part 1, to 

request a preliminary determination of significance from the NPS.  Part 1 allows for the NPS to 

review Part 2, description of rehabilitation, together.  Even though you are a CHS, you will still 

have to complete the NRHP application process to reinforce your HTCs.  

 

Once the SHPO and NPS have determined that your property is a certified historic structure, you 

will need  certify that your rehabilitation project and plans.  A certified rehabilitation (CR)  is a 

rehabilitation of a certified historic structure that is approved by the NPS as being consistent with 

                                                             
11 “How the HTC Works,” National Trust Community Investment Corporation, accessed March 15, 2013,  

http://ntcicfunds.com/tax-credit-basics/historic-tax-credit-guide/.  
12 "Historic Preservation Tax Incentives," Technical Preservation Services, National Park Service, PDF, accessed March 15, 

2013, http://www.nps.gov/tps/about.htm, 16.  
13 Ibid, 14.  

http://ntcicfunds.com/tax-credit-basics/historic-tax-credit-guide/
http://www.nps.gov/tps/about.htm
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the historic character of the property and, where applicable, the district in which it is located.
14

  

With a CR, the building's historic character and materials must not be damage or destroyed 

during the rehabilitation.  With changing needs of buildings, NPS realizes that some alterations 

will have to take place in order to modernize the building so long as they do not permanently 

harm the building or buildings material.   

 

Other features of the 20% HTC are similar to those in the 10% THC.   The property must also be 

depreciable, meaning income producing, and the building must undergo substantial rehabilitation 

that exceeds $5,000 or adjusted basis of the property, whichever is greater.  The substantial 

                                                             
14 Ibid, 6.  

Figure 7:  20% Rehabilitation Tax Credit Flowchart.  Flowchart created by Author.  
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rehabilitation does not mean that a developer can buy CHS and simply paint, lay new carpet and 

update cabinets.  A substantial rehabilitation means that the building has to be rehab to its 

original layout and materials so long as they are not deteriorated beyond repair.  

 

As part of the substantial rehabilitation, you must document all your qualified rehabilitation 

expenses (QRE).  The QRE are all expenditures including the costs of the work on the historic 

building, as well as architectural and engineering fees, site survey fees, legal expenses, basis and 

are reasonable and related to the services performed.  The amount that of tax credits that are 

available are derived from the total amount of QREs in a HTC deal, which makes it very 

important to document all information.   

 

In conjunction with all the other requirements, the 20% HTC has more documentation and 

guidelines that will need to be covered.  Part 2 of the Historic Preservation Certification 

Application is taking photographs of the building and material, writing descriptions for the 

different features, and document the current conditions of the building while keeping in the mind 

the planned treatment.  Your SHPO and NPS can assist you in preparing the documents yourself 

or you can hire a historic preservation specialist to assist.  The expense of hiring a HP specialist 

are can be added to your QREs.   

 

After all the documentation and rehab work, the building is done and can be placed in service.  

Once the building is placed in service, you can submit your completed Part 3, or certification of 

completed work, of the HPCA to NPS.  After NPS has certified your project, you or the investor 

will be able claim the tax credits by completing IRS form 3468 for the tax year in which the 

building was placed in service.  The IRS requires that the certified Part 3 of the HPCA be filed 

with the tax return.  Once completed the building will enter into a five-year period where the 

building cannot be altered or change from the original plans.  

 

The 20% HTC does require more time and thorough planning during the application process.  

The 20% also requires that the building be income producing and most have a large amount of 

Figure 8:  Tax credit of historic corner store in Opelousas, Louisiana.  Courtesy of LA SHPO.  
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rehabilitation work. Despite the differences, the 20% HTC can provide good  returns to the 

investor of the deal.   

 

IX.  Conclusion  

 

Throughout its history, the historic tax credit has been a beneficial tool in the preservation of 

historic buildings.  The advantages of being able to syndicate the HTC also benefits a building 

that may have been bulldozed otherwise.  With growing trend of embodied energy and green 

initiatives, what is better than already existing building.  Not only is the building still standing, 

but by rehabilitating the building, you will receive historic tax incentives and know that a great 

building was saved.   

 

X.  Federal Historic Tax Credits Highlights  
 

The following two sections are brief summaries of the requirements and special notes of 20% 

HTC and 10% HTC to give you an overview of the program.  In following chapters, the 

application process will be described in detail.  The following information is from the NPS’s 

Technical Preservation Services pamphlet titled, “Historic Preservation Tax Incentives” and can 

be found at http://www.nps.gov/tps/tax-incentives/taxdocs/about-tax-incentives-2012.pdf.  

 

20% Rehabilitation Tax Credit for Historic Buildings 
 

Administered by your State SHPO, NPS and IRS:  

 

● Must be a building.  

● Property must be depreciable, usually depreciable buildings are generally used for 

non-residential such as commercial, agricultural, industrial, or rental residential. See 

IRS Code Section 168(e), for further information.  

● Building must be certified historic structures:  

○  listed in the National Register of Historic Places individually or as a 

contributing building within a National Register district; or  

○  A contributing building within a local historic district certified by the 

National Park Service. 

● Not available for properties used exclusively as the owner’s private residence. 

● Project must by certified by the National Park Service to meet the Secretary of the 

Interior’s Standards for Rehabilitation.  

○ Requires the preservation of as much of the existing significant historic 

features and materials as possible.  

○ No requirements to restore features or building to original appearance.  

○ New, compatible alterations or additions may be added.  

○ Non-historic features can be retained. 

○ New additions outside the historic building cannot be included in the amount 

of QREs for credit.  

● Must be substantial rehabilitation, which means the Owner must spend more than 

$5,000 or the Adjusted Basis (later explained), whichever is larger, during a 24-

http://www.nps.gov/tps/tax-incentives/taxdocs/about-tax-incentives-2012.pdf
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month period.  Note- Owners may qualify for a 60-month phased project, but requires 

upfront planning.  

● Approved Qualified Rehabilitation Expenditures (QREs):  

○ Hard Costs or structural component of building.  (Treasury Regulation 1.48-

1(e)(2) defines all structure components)  

○ Soft Costs – costs that are depreciable rather than as a one-time expenses like 

architectural/historic preservationist/engineering fees, survey, legal, 

development fees, construction-related fees. 

● Ineligible expenditures include acquisition, furnishings, new additions, landscape or 

site improvements.  

● The owner must maintain the building according to Secretary of Interior Standard’s 

for five years.  

● The building must be placed in service.  

● The three-part application must reviewed and approved by the state SHPO and NPS: 

○ Part I Evaluation of Significance:  Certifies that the building is historic.  If 

listed on NR, then you don’t have to complete a Part 1.  If building is listed as 

part of a historic district, then you must complete Part 1.  

○ Part II Description of Rehabilitation Work:  Describes the work to be done to 

the building, which includes written descriptions of the existing conditions 

and proposed rehabilitation plans of building; architectural drawings and 

specifications; and photographs of existing conditions of exterior and interior 

of the building.  

○ Part III Request for Certification of Completed Work:  Certifies that the work 

has been completed, has met the Secretary of Interior Standards, and lists the 

value of the renovation. 

● Approval of proposed work usually takes from 3 – 6 months, but it’s suggested that 

you discuss amount of time for approval with your state SHPO.  

 

10% Rehabilitation Tax Credit for Non-Historic Commercial Buildings Built Before 1936  
 

Administered by IRS, and has no formal review process for rehabilitations of non-historic 

buildings.  The tax credit must be claimed on IRS form 3468 for the tax year in which the 

rehabilitated building is placed in service 

● For properties not listed in National Register  

● Must be substantial rehabilitation, which means the Owner must spend more than 

$5,000 or the Adjusted Basis during a 24-month period.   

● No state SHPO, NPS formal design-review process.   

● Submit application to IRS and IRS reviews submittal of application.  

● No application fee. 

● Building must pass physical retention test external walls and internal structural 

framework: 

○ 50% of the building’s external wall must remain as external walls; and 

○ 75% of the building’s existing external walls must remain as either external or 

internal walls, and 

○ 75% of the building’s internal structural framework must remain in place. 

● Documentation of renovation/rehabilitation expenditures must be kept. 



 
 

Chapter 3:  A Typical Historic Tax Credit Syndication Deal  

 
Table of Contents  

 
I. Syndication Deal Works for a Nonprofit Organization:  Checklist   22 

 

II.   Introduction          23 

 

III.  Brief Introduction to a Syndication Deal Structure      24 

 

IV.   Complex Ideas in Syndication Deal        26 

 

  A.  Investor Owns 99.99% of Partnership LLC    26 

  

  B.  Disqualified Lease, IRS Code Section 168(h):     27 

       Tax Exempt Use Property   

 

V.   First Stage of HTC Syndication        28 

  

VI.   Investors in Historic Tax Credit Syndication Deals     29 

 

VII.   Tax Credit Terminology        30 

 

  A. Substantial Rehabilitation Test       30 

  B. Qualified Rehabilitation Expenditures     31 

 C. Building Uses        31 

 D. Claiming the Credit       32 

 E. Allocation of Historic Tax Credits      32 

 F. Recapture of the Credit        32 

 G. Placed In Service         33 

 H. Put/Call Provisions        33 

VIII.   Conclusion           33 

 

 

 

 



22 
 

I.  How A Typical Historic Tax Credit Syndication Deal Works for a Nonprofit 

Organization 

 

 

____ Does your organization have a for-profit entity such as LLC or L.P.  

 

____  Yes  

   

____   You have the organizational documents for the for-profit.  

 

____  No 

 

____   Can your non-profit organization create an LLC or L.P.?  

   

____ Do you plan to occupy more than 50% of the entire building upon completion of the 

 rehabilitation?  

 

____  Yes, then you will not qualify for the historic tax credits under the IRS Code  

  168(h): Tax Exempt Use Property 

 

____  No, if you plan to occupy less than 50% of the building, then you are eligible.  
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II.  Introduction   

 

To be considered for the Historic Tax Credit  program, you must be a taxable entity.  As a non-

profit organization, you do not pay federal or state income taxes.  This means you do not have 

any tax liabilities, you must create an 

organizational structure which generates 

tax liabilities in order to use the historic 

tax credits program.   You can  use the 

HTC by transferring or syndicating the 

tax credits to an investor or company that 

does have tax liability.
1
  This chapter will 

introduce you to and help guide you 

through the syndication process.  

 

So what is syndication?  Syndication is 

referred to as the sale of tax credits.
2
  “In 

fact, the usual way to attract equity is 

through the syndication of the 

transaction.”
3
  In your case, “‘syndication’ 

is the process by which the owner of a 

building brings an investor into the 

ownership structure of the building so that 

the investor can claim the credits (and 

other economic and tax benefits), 

typically in exchange for providing equity 

for the project.”
4
  This process and deal 

structure is commonly used in historic 

projects, because often the building owner 

needs cash flow more than they need to 

reduce their tax liability.  There are 

several organizations and companies that 

specialize in creating deals for the 

syndication of tax credits.  The National 

Trust Community Investment Corporation 

(NTCIC), a subsidiary of the National 

Trust for Historic Preservation, works 

specifically to “make equity investments 

                                                             
1 “Federal Historic Tax Credit Basics- Utilization,” National Trust Community Investment Corporation, accessed March 18, 
2013, http://ntcicfunds.com/tax-credit-basics/federal-tax-credit-basics/utilization/ 
2 William F. Delvac, Esq. Susan Escherich, and Bridget Hartman, Affordable Housing Through Historic Preservation: A Case 

Study Guide to Combining the Tax Credits, Washington, DC : U.S. Dept. of the Interior, National Park Service, Preservation 

Assistance : National Trust for Historic Preservation.  1994.   
3 William F. Delvac, Esq. Susan Escherich, and Bridget Hartman, Affordable Housing Through Historic Preservation: A Case 

Study Guide to Combining the Tax Credits, Washington, DC : U.S. Dept. of the Interior, National Park Service, Preservation 

Assistance : National Trust for Historic Preservation.  1994.   
4 Andrew Potts, “How Credits Become Capital: When and How to Syndicate, Incentives for Historic Preservation in Detroit,” 
Presentation, June 5, 2008. Nixon Peabody LLP.   

Figure 1: Before rehab of Phoenix Hotel in Waycross, GA.  

Photo coutsey of Urban Trust Capital.   

Figure 2: After rehab of Phoenix Hotel in Waycross, GA.  Photo 

coutsey of Urban Trust Capital.   
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in real estate projects nationwide.”
5
 

 

The allocation of tax credits to another entity for funding is exactly why this manual was created 

to help non-profits understand the syndication process.  The HTCs are what the investor is 

acquiring from you in return for the equity that they are going to invest in your project.  

Typically the investor will get 

between $0.80 to $0.93 to the dollar 

of the HTC depending on the size of 

the project and the number of third 

party entities involved in the deal.  

The price at which the tax credits are 

sold is negotiable between you and 

the investor.   

 

Depending on the ownership of your 

building and your intentions for the 

building, this chapter is meant to 

familiarize you with the basic HTC 

deal structure and terminology.  

Chapter 4 will discuss how a non-

profit organization can syndicate 

HTC.  Chapter 4 will also discuss the options available to non-profits within the deal structure.    

 

With  you acting as the developer, the investor comes into the project early and contributes cash 

at a crucial point in the project.  Unlike other tax credits programs that give a percentage each 

year for a set number of years, investors in HTCs can claim their credits the year the building is 

placed in service. To claim the credits, the investor will submit to the IRS Form 3468 along with 

Part 3 of HPCA to the IRS.   The advantage of historic tax credits is that the investor receives their 

full credits the year the building is placed in service and you receive the equity at the for your 

rehabilitation project.   

 

III. Brief Introduction to a Syndication Deal Structure  
 

The following flow chart demonstrates the typical  syndication deal structure.  In this scenario, 

you will have already formed your for-profit LLC in order to purchase the building.  In the  

following chapter, the manual will discuss your current ownership and your intentions for the 

building as well as possible options.  
 

As a non-profit organization, you will have formed your for-profit limited liability company (FP, 

LLC) prior to the acquisition of the historic building.  Your FP, LLC that you formed will own 

the historic building  which you will be rehabbing until you find an investor  to invest money in 

return for the tax credits.   

 

                                                             
5 “About NTCIC,” National Trust Community Investment Corporation, accessed March 18, 2013, http://ntcicfunds.com/tax-
credit-basics/federal-tax-credit-basics/utilization/ 

Figure 3:  After renovation of Perry's Egyptian Theater in Ogden, UT. 

Photo courtesy of Fentress Bradburn Architects- Denver.   
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Next, another LLC 

is formed and will 

be a partnership 

between your FP, 

LLC and the 

investor.  In order to 

receive the tax 

credits, the investor 

must be the majority 

owner of the historic 

building.   

 

The LLC between 

your FP, LLC and 

the investor is called 

The Historic 

Building, LLC and 

will  be a legal 

entity that exists for 

the five -year 

requirement under 

IRC Section 47 that 

states the credits can 

only be claimed by 

the project owners 

for a five year 

period.  The FP, 

LLC will then be 

dissolved after five-

year.  The Historic 

Building, LLC will 

be the building 

owner for the 

duration of the 

rehabilitation and 

the next five years.   

 

The investor will own 99.99% of Historic Building, LLC.  As the FP, LLC, you will typically 

own 0.01% of the Historic Building, LLC and will maintain control of the building.  

 

The Historic Building, LLC will then lease the building to the income producing business or 

businesses that will be housed in the building.  After the five years or 60 months from when the 

building is placed-in-service, the Historic Building, LLC and the leases may end.  Following the 

five-year compliance period, ownership can be transferred to your nonprofit and the FP, LLC can 

dissolve.  

 

Figure 2 HTC Syndication Deal Structure 

Figure 4: Sample Flowchart of a HTC Syndication Deal Structure.  Flowchart created by 

Author.  
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IV.  Complex Ideas in Syndication Deal  

 

A.  Investor Owns 99.99% of Partnership LLC 

 

Why does the investor-entity need 

to own 99.9% of the property in the 

Partnership LLC?  The 99.99% 

investor ownership structure is the 

result of the Treasury Regulation 

under section 1.46-3(f)(2), that 

states, if the building is owned by a 

LLC with more than one owner, 

then the federal historic tax credits 

are allocated to the owners of the 

LLC in accordance with their share 

of profits.
6
  What this means is that 

because there are two owners, you 

will receive tax credits based on 

your percentage of the ownership 

in  the partnership LLC.  

 

Further Explanation- If you and the investor have equal percentages in the Historic Building  

LLC, then once the tax credits are allocated, you will receive 50% of the tax credits and the 

investor will receive the other 50% of tax credits.  The IRS determines the amount of tax credits 

based on the ownership's percentage in the Partnership, LLC.  With a 50 interest, your non-profit 

will receive 50% of the available tax credits.  This will sustainably reduce the investor's amount 

of tax credits and also reduces the investor's equity invested into your building.  The purpose for 

syndicating HTC is to receive equity.   Also, as a non-profit, you do not have a tax liability, thus 

making your 50% of tax credits useless.   

 

In many cases, the ownership structure for  a 

building, land or LLC is a  complex  process. One 

factor which causes confusion for people is the 

requirement of having a  third party owning  your 

property and the ownership percentages.  The 

ownership percentages are defined in the operating 

agreement between your for-profit LLC and the 

investor-entity LLC  when the Historic Building, 

LLC is formed.  As stated earlier, one of the  legal 

strategies for you is to gain the cash equity at the 

time of rehab.  The investor doesn’t want 

ownership of the building nor will they have any input into the building rehabilitation or its use, 

they simply want the HTCs to reduce their federal tax liability.  Once the building is placed in 

service, the investor can claim their HTCs and they will simply remain a part of the LLC for the 

five-year capture period.  

                                                             
6 Treasury Regulation under section 1.46-3(f)(2) 

Figure 5:   99.99% Ownership detail image.  Flowchart created by 

Author.  

Figure 6:  Elgin, Illinois Rehabbed Firehouse using 

HTC.  Photo courtesy of IL SHPO.  
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In order for the investor to receive the maximum 

amount of their tax credits, they should own 

99.99% of the building based on the Treasury 

Regulations section 1.46-3(f)(2).  The Historic 

Building, LLC is the mechanism that will allow for 

the transfer of cash from the investor to your for-

profit entity to cover your rehabilitation costs.  

When the building is placed in service, the 

building owners (the investor and yourself) are 

entitled to 100% of the tax credits.  So based on the 

share of profits, the investor will receive 99.99% of 

the tax credits and you will receive 0.01% of the 

tax credits.   

 

All prices and percentages of the syndication  regarding the tax credits are negotiable.  The terms 

between your FP, LLC and investor will determine the prices and ownership percentage of the 

Historic Building, LLC partnership.  In addition, always consult with an experienced syndication 

or real estate attorney and an accountant when entering into a syndication deal.  They will assist 

you in gaining the most favorable terms  for your   organization.  .  Each syndication deal is  

unique , thus the terms and conditions of  each deal vary with every project. .  So don’t base your 

project on other projects that might have completed a similar deal.  

 

B.  Disqualified Lease, IRS Code Section 168(h): Tax Exempt Use Property 

 

As a tax exempt 

organization, you cannot 

lease more than 50% of the 

rentable area in the 

rehabilitated building under 

IRC Section 168(h).  Also 

called a disqualified lease, 

this rule is to prevent a non-

profit from rehabbing their 

building and then leasing it 

back to themselves for a 

profit.  Your plans for reuse 

of the building should 

account for this rule and 

make sure that you don’t 

intend to lease more than 

50% of the total square 

footage of rentable space in 

the building.  If you do go 

over the 50% of the rentable area, you will have to  deduct the amount of square footage over the 

50% and subtract that amount from your possible tax credits.  If you have already entered into an 

Figure 8:  Diagram of 50% of rentable space for tax-exempt use property. 

Courtesy of Author.  

Figure 7: a certified rehabilitation of the barn was 

completed for this working farm complex in Dover 

Foxcroft, ME.  Photo courtesy of Main Historic 

Preservation Commission. 
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Qualified Rehabilitation Expenditures $2,000,000 Qualified Rehabilitation Expenditures $2,000,000

x x

Historic Tax Credit Percentage 20% Historic Tax Credit Percentage 10%

Total Tax Credits Available for Building $400,000 Total Tax Credits Available for Building $200,000

Percent of Project Owned by Investor 99.99% Percent of Project Owned by Investor 99.99%

x x

Total Tax Credits Available to Investor $399,960 Total Tax Credits Available to Investor $199,980

Proposed Price for Tax Credits $0.95 Proposed Price for Tax Credits $0.95

x x

Total Possible Equity Contributed by Investor $379,962 Total Possible Equity Contributed by Investor $189,981

Potential Funding from 20% Historic Tax Credit Potential Funding from 10% Historic Tax Credit 

agreement with an approved amount of transferable tax credits, your for-profit organization 

would be held accountable for this lose in credits and it would also reduce your amount of equity 

from the investor.  The disqualified lease rule only applies to non-profit organizations, but can be 

avoided if you remember to keep your rentable square footage below 50%.   

 

V.  First Stage of HTC Syndication  

 

As a non-profit organization, you should be able to form a LLC under your organization’s 

bylaws.  The process is easy and can be handled within your organization or by a  local attorney.  

Once you have formed your LLC, you can begin the syndication process.   First, the new LLC 

should purchase the historic building to be rehabbed using HTC.  Once the building is purchased, 

you can begin the NPS Historic Preservation Certification Application with the LLC acting as 

the building owner and developer of the project.   The NPS Historic Preservation Certification 

Application is described in detail in Chapter 5.  

 

 

 

At this stage, you are still in the planning stage of the project and it would be ideal to start 

looking for an investor.  Upon completion of Part 1 and Part 2, you will have your estimated 

Qualified Rehabilitation Expenses (QRE), which are the expenses used to compute your HTC.  

The amount of tax credits that a project receives is based upon the total QREs times either 20% 

or 10%, depending on which tax credit program you use.  Below is a chart that shows you how   

to compute  the tax credit amount for your investor and determine how much money you have 

for your project.   The proposed price of the tax credits below is the ideal rate that you would 

want in your syndication.   

 

Based on the example above, if you can secure an investor prior to rehabbing your building, your 

investor can finance your project in the amount of $379,962 for 20% or $189,981 for 10% HTC.  

Through a guaranty agreement between your for-profit, FP, LLC and the investor entity, you will 

agree that upon completion of the rehabilitation to the Secretary of the Interior’s Standards for 

Rehabilitation you transfer the full $399,960 worth of tax credits to the investor on the day that 

your building is opened for service, also called placed- in- service.   

Figure 9:  Example of Historic Tax Credit Calculator.  Courtesy of Author.  
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VI.  Investors in Historic Tax Credit Syndication Deals  

 

In most syndication deals, the investor is a corporate investor, also called a c-corporation.  C-

corporations are defined as a separate taxpaying entity, which conducts business, realizes net 

income and loss, pays taxes and distributes profits to shareholders.
7
  C-corporations have 

shareholders, but the tax liability stays at the corporate level and is not filtered down to the 

shareholders.  Common types of c-corporations to look at for investment partners are banks, 

which usually have a high level of tax liability.  Banks are a good investment source because 

they are always looking for good investment opportunities in their local economies.  Real estate 

developers are another source and may be interested in investing in your project.  It is also 

important to note that as one of the owners of the partnership LLC, they must retain ownership of 

the property for at least five years after the date the project was placed in service or the tax 

credits will be subject to recapture. 

 

Although individual taxpayers can invest in HTCs, they are subject to “Passive Activity 

Restrictions.”  Under the Tax Reform Act of 1986 (TRA), the passive activity loss was enacted 

to prevent harmful tax shelters.   Currently the rules states:     
 

"If more than one half of a taxpayer's personal services in all businesses are in real property 

businesses (property development, construction, acquisition, conversion, rental, management, 

leasing, or brokering)  than an individual taxpayer is eligible For What? if more than one-

half of the taxpayer business services for the taxable year, amounting to more than 750 

hours of services, are performed in real property trades or business in which the taxpayer 

materially participates."8   

 

The IRC section 469 is a complicated set of rules and can be very confusing.  If an individual 

taxpayer is interested in acquiring your tax credits, then you should review this rule with an attorney 

and accountant to determine if they can receive the tax credits.  

                                                             
7 http://www.irs.gov/Businesses/Small-Businesses-&-Self-Employed/Corporations 
8 IRC section 469. 

Figure 10:  Before and After of Main Street Building.  Courtesy of Ohio Historical Society Website.  
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VII.  Tax Credit Terminology  

 

A. Substantial Rehabilitation Test  

 

Congress created the historic tax incentives program so that historic buildings would be 

rehabilitated.   Congress also wanted building owners to “substantially rehabilitate” the building 

rather than just do minor restoration or cosmetic alterations.   

 

IRC section 47(c)(1)(C) defines “substantially rehabilitated” and Treas. Reg. section 1.48-

12(b)(2)(i) defines "substantial rehabilitation."  Substantially rehabilitated means your 

rehabilitation costs were higher than the purchase price of the building minus the cost of the 

land.  The test must be met within 24-months ? or within five years for a project completed in 

multiple phases.
9
  Also the expenses you accrued over the 24-month period must end with or 

within the tax year the credit is being claimed by the investor.
10

  Exceptions to this rule exist if 

the building is never taken out of service during the rehabilitation, then only the substantial 

rehabilitation test must be met.
11

 

 

                                                             
9 “Eligibility Requirements, ” Technical Preservation Services, National Park Service, accessed March 26, 2013, 

http://www.nps.gov/tps/tax-incentives/before-apply/eligibility-requirements.htm 
10

 Mark Primoli, “Tax Aspects of Historic Preservation,” Internal Revenue Service, October 2000, accessed March 26, 2013, 

http://www.irs.gov/pub/irs-utl/faqrehab.pdf, p.2. 
11 Mark Primoli, “Tax Aspects of Historic Preservation,” Internal Revenue Service, October 2000, accessed March 26, 2013, 

http://www.irs.gov/pub/irs-utl/faqrehab.pdf, p.2. 

Figure 11:   Salem Jail and Jail Keeper's House rehabbed into apartments.  Courtesy of NPS. 

http://www.irs.gov/pub/irs-utl/faqrehab.pdf
http://www.irs.gov/pub/irs-utl/faqrehab.pdf
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The substantial rehabilitation test worksheet is located in Appendices  and can assist you in 

computing your adjusted basis and your substantial rehabilitation costs. 
12

  

B. Qualified Rehabilitation Expenditures  

Qualified Rehabilitation Expenditures (QRE) are defined in Treas. Reg. § 1.48-12 (c) and IRC § 

47 (c) (2) (B) and can include costs of the work on the historic building, as well as architectural 

and engineering fees, site survey fees, legal expenses, development fees, and other construction-

related costs, if such costs are added to the property basis and are reasonable and related to the 

services performed.
13

 They do not include acquisition or furnishing costs, new additions that 

expand the building, new building construction, or parking lots, sidewalks, landscaping, or other 

related facilities.
14

  QREs are very important, because they will determine the amount of tax 

credits available to the investor.  The total dollar 

value of the qualified expenditures is calculated as 

20% of this value. What is this value? 

C. Building Uses 

Defined in IRC § 47 (c) (2) (A) and to qualify for the Historic Tax Credits, the building must be 

depreciable, which means it must be income producing or used in a business. It may be used for 

offices, for commercial, industrial or agricultural enterprises, or for rental housing. It may not 

serve exclusively as the owner’s private residence. 

 

                                                             
12 “George Department of Revenue: Substantial Rehabilitation Worksheet,” George Department of Revenue, revised December 

2008, accessed March 28, 2013, 
http://georgiashpo.org/sites/uploads/hpd/pdf/2008_DOR_Substantial_Rehab_Worksheet_Credit_Dec08.pdf 
13 "Historic Preservation Tax Incentives," Technical Preservation Services, National Park Service, PDF, accessed March 15, 

2013, http://www.nps.gov/tps/about.htm, 16. 
14 "Historic Preservation Tax Incentives," Technical Preservation Services, National Park Service, PDF, accessed March 15, 
2013, http://www.nps.gov/tps/about.htm, 16. 

Figure 12 & 13:  Interior before and after of HTC of Curry Lofts 

in Rome, GA.  Photo courtesy of Urban Trust Capitol.  

http://www.nps.gov/tps/about.htm
http://www.nps.gov/tps/about.htm
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D. Claiming the Credit 

The Historic Tax Credits are generally claimed in the 

taxable year that the rehabilitated building is “placed in 

service,” which essentially means from the date that the 

rehabilitation work has been completed and ready for 

business.  For phased projects, the tax credit may be 

claimed before completion of the entire project provided 

that the substantial rehabilitation test has been met.
15

 If a 

building remains in service throughout the rehabilitation, 

then the credit may be claimed when the substantial 

rehabilitation test has been met. In general, the unused 

tax credit can be “carried back” one year and “carried 

forward” 20 years.
16

  The IRS requires that the NPS 

certification of completed work Part 3 of HPCA be filed 

with the tax return claiming the tax credit. 

E. Allocation of Historic Tax Credits  

 

For the investor to receive their tax credits, your 

building must have been sustainably rehabbed and must 

be placed in service.  If the substantial rehabilitation 

test has not been met at the time your building or some 

portion of the building is actually placed in service, the 

building does not meet the definition of a qualified 

rehabilitated building.
17

  You cannot have your building 

placed in service before the substantial rehabilitation 

test is actually met.
18

   See Internal Revenue Code 

Section 47(b)(1) and 47(c)(1)(C) and Treasury 

Regulation 1-48-12(f)(2) and 1.48-12(c)(6).  

F. Recapture of the Credit  

Defined in IRC 50(a),as the owner, you will need to 

keep the building as it is for five years following the 

rehabilitation or be forced to pay back the credits.  This 

is also why the Partnership LLC must remain in effect 

for five years and the investor is still attached to the 

building.  If you dispose of the building within the five 

year period, you will pay 20% of the tax credit 

recapture based on the years you left.   

                                                             
15 Ibid, 12 
16 Ibid, 12.  
17 Mark Primoli, “Tax Aspects of Historic Preservation,” Internal Revenue Service, October 2000, accessed March 26, 2013, 

http://www.irs.gov/pub/irs-utl/faqrehab.pdf, p.2. 
18 Mark Primoli, “Tax Aspects of Historic Preservation,” Internal Revenue Service, October 2000, accessed March 26, 2013, 
http://www.irs.gov/pub/irs-utl/faqrehab.pdf, p.2. 

Figure 14: Before rehab of Stone Block in 

Fargo, ND.   Photo courtesy of ND SHPO.  

Figure 15: After rehab of Stone Block in Fargo, 

ND.   Photo courtesy of ND SHPO.  

http://www.irs.gov/pub/irs-utl/faqrehab.pdf
http://www.irs.gov/pub/irs-utl/faqrehab.pdf
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The NPS or the SHPO may inspect a rehabilitated property at any time during the five-year 

period.
19

 The NPS may revoke certification if the work was not done as described in the Historic 

Preservation Certification Application or if unapproved alterations were made for up to five 

years after certification of the rehabilitation. The NPS will notify the IRS of such revocations. 

G. Placed In Service  

 

“Placed in service” generally means that the appropriate work has been completed which would 

allow for occupancy of either the entire building, or some identifiable portion of the building.
20

  

You should know that “placed in service” does not mean that the entire building needs to be 

completed in order to receive the tax credits. You can phase your building in as you complete 

sections.  If you can have a portion of the building completed and available for rent, the “placed 

in service” can be when that portion is available for rent.   To be “placed in service”, the building 

must pass the substantial rehabilitation test in order to receive the federal historic tax credits.   

H. Put/Call Provisions 

During the formation of the partnership LLC or if you are acting as the FP, LLC, you may have 

included what is a called a put/call or buy/sell provisions that describe  the mechanisms for you, 

as an owner, to buy out the tax credit investor.  This is not a necessary step in the deal, but you 

should know that you have that option available.   

VIII.  Conclusion  

After having read this chapter, you will have gained an understanding of the different parts of not 

only the historic tax credit terminology, but all the legal terminology.  This chapter is meant to 

be a one-stop resource for any questions that you may have as you begin to read the next chapter 

which presents the  non-profit syndication deal structures.  

                                                             
19 "Historic Preservation Tax Incentives," Technical Preservation Services, National Park Service, PDF, accessed March 15, 

2013, http://www.nps.gov/tps/about.htm, 13. 
20 Treasury Regulation Section 1.48-12(b) 

http://www.nps.gov/tps/about.htm
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I.  Introduction  

 

As a nonprofit organization, you are exempt from paying taxes, so the question is how you 

receive historic tax credits for rehabbing your historic building.  In the previous chapter you 

learned the different regulations and a typical syndication deal structure.  This chapter is going to 

look specifically at how nonprofits can structure a historic syndication deal using either the 10% 

or 20% historic tax credit.   

 

There are different ways to 

approach a historic tax credit 

deal as a nonprofit. The various 

syndication deal structures will 

be explained to assist in the 

explanation of how a nonprofit 

can use historic tax credits to 

rehab their building.  This 

chapter will focus on the steps a 

nonprofit needs to start a HTC 

and the steps to complete a HTC 

syndication deal.   

 

II.  Proprieties Currently Owner by Non-Profit Organizations  

 

If a nonprofit organization currently owns a historic building and plans to continue ownership 

after the minimum year-year period, then federal tax regulations require that the nonprofit cannot 

be a tenant on more than 50% of the property in question during the five-year compliance period.  

This means that the nonprofit can continue to own the building, but they must dedicate 50% of 

rehabbed building to for income producing activities.  

 

Example- A local nonprofit currently owns a two-story storefront building in their historic 

downtown and plan to restore the building's front facade using federal historic tax credits.  

During the five-year compliance period, the nonprofit will rent out 50% of the useable space to 

another organization or business.   They may use the second floor, but rent out the first floor to a 

law office or a coffee shop, which would satisfy the income-producing use, provide income to 

the nonprofit.  After the five year compliance period, the nonprofit can reclaim all the space for 

their mission's purpose.   

 

III.  Purpose for Reusing the Building  
 

Prior to starting a HTC deal, it is important to determine what you intend to do with the building.  

The nonprofit's intentions for the building will determine the HTC process.  There are many 

different options available to the nonprofit, but only two options will be discussed in this manual.  

One option is that the nonprofit wants to save the building and then sell the building once rehab 

is complete. The second option is that the nonprofit wants to rehab the building and control the 

reuse of the building upon completion of HTC.  Determining the best option is based on the 

Figure 1 & 2:  The main street façade before and after pictures of 427 

Granby Street in Norfolk, Virginia.  Photo courtesy of NPS. 
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nonprofit's goals and scope of their mission.  Once the nonprofit has decided on their plan for the 

building, they will begin the HTC process.  

 

IV. 10% or 20% Historic Tax Credits Review  

 

A HTC syndication deal is structured the same way for a 10% HTC deal or 20% HTC deal.  In 

Chapter 2, the eligibility and processes for the 10% HTC and 20% HTC were examined in detail.  

As a reminder, buildings listed in the National Register of Historic Places are not eligible for the 

10% credit. Buildings located in National Register listed historic districts or certified State or 

local historic districts are presumed to be historic and are therefore not eligible for the 10% 

credit. In general, owners of buildings in these historic districts may claim the 10% credit only if 

they file Part 1 of the Historic Preservation Certification Application with the National Park 

Service before the physical work begins and receive a determination that the building does not 

contribute to the district and is not a certified historic structure.
1
   The flowchart below provides 

a graphic representation of the requirements for the 10% and 20% HTC program.   

 

V. Nonprofit Creates For-Profit Entity  

 

The Federal Historic Preservation Tax Incentives program encourages private sector investment 

in the rehabilitation and re-use of historic buildings.
2
  As a 501(c)(3) organization, a nonprofit 

                                                             
1  “Incentives:  A Guide to the Federal Historic Preservation Tax Incentives Program for Income-Producing Properties,” National 

Park Service, accessed January 17, 2013, http://www.nps.gov/tps/tax-incentives/incentives/essentials_9.htm, 17. 
2 "Tax Incentives," Technical Preservation Services, National Parks Service, accessed June 22,2013, http://www.nps.gov/tps/tax-

incentives.htm. 
 

Figure 3: 10% and 20% Federal Historic Tax Incentives Program. Figure courtesy of Author. 
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does not have a tax liability, which makes 

them tax-exempt.  To use HTC, you must 

have a tax liability.  Therefore, the nonprofit 

must create a for-profit entity, (FP, LLC), in 

order to use historic tax credits.  If the 

nonprofit plans to complete a syndication deal, 

this same for-profit entity will also be used as 

a member of the Partnership, LLC entity 

formed between the nonprofit and the 

investor.  The nonprofit's FP, LLC will 

maintain control of the building through a 

minority interest in the Partnership, LLC.  

Remember from Chapter 3 that the 

Partnership, LLC is used to for the nonprofit 

to receive equity from the investor, while the 

investor in turn receives the tax credits upon 

completion of rehabilitation.   

 

You may already have formed a for-profit 

entity for your nonprofit.  If so, it is important 

to find out what type of entity you created.  By 

reviewing the business organizational 

documents, you can determine the powers and 

abilities of your for-profit entity.  It is 

recommended that the nonprofit discuss with 

an attorney their current for-profit’s powers 

and its organizational documents.  Upon consultation with an attorney on the legality of using 

your already formed for-profit entity for the HTC deal, then you have completed this step.   

 

If you do not have a for-profit entity, then you will need to form one.  There are several different 

for-profit entities that can be formed.  The main types are corporations, limited liability 

companies, or limited partnerships.  The core differences between the three are how they are 

taxed and who is legally liable.  A common and useful for-profit entity is the limited liability 

company (LLC).  The primary advantage of an LLC is that its owners, known as members, have 

"limited liability", meaning that, under most circumstances, they are not personally liable for the 

debts and liabilities of the LLC.  At this point, it will be important to discuss with an attorney the 

most appropriate for-entity for your organization and to precede with the formation of your for-

profit entity.   

 

VI. Use HTC, but Sell Building Prior to Placed in Service  

 

This option has the nonprofit beginning the HTC process, but will sell the building prior to it 

being placed in service.  In this case, the nonprofit has formed its for-profit entity (FP, LLC) and 

either owns the building or is plans to purchase the building.  The next step is to determine if the 

building is eligible for the 10% or 20% HTC.  From Chapter 1 checklist, you will have 

determined the building's eligibility and know the appropriate tax credit.   

Figure 4: Flowchart for Non-Profit Creation of For-Profit. 

Figure courtesy of Author.  
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A. 10% HTC Deal  

 

If the building is determined eligible for 

the 10% HTC, then the nonprofit's FP, 

LLC can act as a developer and begin 

the rehabilitation following the 10% 

HTC rules for substantial rehabilitation.  

After the building is rehabbed and before 

the building is placed in service, the 

nonprofit will need to sell the building to 

a for-profit entity.  It will be 

responsibility of the new owner to have 

the building placed in service.  In order 

to claim the tax credits, the new owner 

will submit the IRS form 3468 for the 

tax year in which the rehabilitated 

building is placed in service.  

 

B. 20% HTC Deal  

 

If the building is determined eligible for the 20% HTC, then the nonprofit's FP, LLC can begin 

the Federal Historic Preservation 

Certification Application (HPCA).  

Remember that if the building is listed in the 

NR, then the building is a certified historic 

structure and will only need to complete 

HPCA Part 2 - Description of Work (Part 2).  

If the building is eligible for listing in the 

NR or is located in a NR historic district and 

listed as a contributing, then the FP, LLC 

will need to complete HPCA Part 1- 

Significance of the Property (Part 1) and 

Part 2.  This is a point where the nonprofit 

has two options.  Option one is to sell the 

building to a for-profit entity who will 

accept responsibility for the complete 

rehabilitation of the building according to 

the FP, LLC's HPCA Part 2- Description of 

Work.  Option two is that the nonprofit will 

act as developer and complete the 

rehabilitation of the building according to the Part 2 themselves and sell the building prior to it 

being placed in service.   

 

To avoid recapture rules, the nonprofit must sell the building prior to it being placed in service.  

Under IRC §50(a) provides for recapture of the HTC if within five years from the date on which 

Figure 5: Non-Profit Sells Building Before Placed In Service.  Figure 

courtesy of Author. 

Figure 6: Typical Direct Investment Structure.  Figure 

courtesy of Author. 
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any qualified rehabilitation expenditures are placed in service: (a) ownership of the property 

changes or (b) the property ceases to be investment credit property.
3
  For properties held between 

one and five years, the tax credit recapture amount is reduced by 20% per year.
4
  Therefore, it is 

very important if the nonprofit plans to sell the building, they must sell before placed in service 

to avoid recapture of the tax credits when the they sell the building to a  for-profit entity.  The 

for-profit entity purchasing the building should be made aware of the recapture period of the 

HTC to avoid repaying HTC.   
 

VII.  Complete HTC and Obtain Investor  

 

This option has the nonprofit completing the rehabilitation and securing a for-profit entity that 

will act as a tax credit investor.  This option is similar to a traditional tax credit syndication 

described in Chapter 3.  In this 

case, the nonprofit has formed its 

for-profit entity (FP, LLC) and 

either owns the building or is plans 

to purchase the building.  The next 

step is to determine if the building 

is eligible for the 10% or 20% 

HTC.  From Chapter 1 checklist, 

you will have determined the 

building's eligibility and know the 

appropriate tax credit. 

 

At the beginning of this structure, 

the nonprofit needs to determine if 

they want to use their FP, LLC to 

act as a developer or if they want 

to simply rehab the building 

themselves as FP, LLC.  Either option can be used in a 10% HTC deal or 20% HTC deal.  As a 

developer, the nonprofit can earn a developer's fee.  A developer's fee is a portion of fee 

attributable  to rehabilitation of building is eligible and included as a QRE.  If the nonprofit 

elects to take a developer's fee, they will need to make sure in drafting documents that the fee is 

considered "reasonable."
5
  Acting as developer in the HTC deal is just one option that the 

nonprofit can choose to undertake.  The other option is to rehab the building as the FP, LLC and 

not take a developer's fee.  Either option is acceptable and will not significantly affect the HTC 

deal structure.   

 

                                                             
3 "Historic Rehabilitation Tax Credit Recapture Survey," The National Trust for Historic Preservation, Mar 07 10, accessed June 
23, 2013, http://www.preservationaction.org/Reports/HRTC%20Recapture%20Survey%20-%20FINAL%202012-02-09.pdf, p 9. 
4 “Incentives:  A Guide to the Federal Historic Preservation Tax Incentives Program for Income-Producing Properties,” National 

Park Service, accessed January 17, 2013, http://www.nps.gov/tps/tax-incentives/incentives/essentials_9.htm, 13. 
5 Donald E. Longwell, Jr., "Heritage Ohio presents: Historic Preservation Tax Credits Webinar," October, 2011, accessed June 
19, 2013, https://www.google.com/#output=search&sclient=psy-

ab&q=Donald+E.+Longwell%2C+Jr.%2C+%22Historic+Preservation+Tax+Credits+Webinar%2C%22+&oq=Donald+E.+Long

well%2C+Jr.%2C+%22Historic+Preservation+Tax+Credits+Webinar%2C%22+&gs_l=hp.3...719.719.0.1004.1.1.0.0.0.0.102.10

2.0j1.1.0...0.0...1c.1.17.psy-
ab.QY5tAxiuapI&pbx=1&bav=on.2,or.r_cp.r_qf.&bvm=bv.48293060,d.aWc&fp=fd4a2921c0447e9a&biw=1920&bih=932.  

Figure 7: 20% HTC Deal on Daylight Building in Knoxville, TN.  Photo 

courtesy of NTHP. 
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A. 10% HTC Deal  

 

If the building is determined eligible for the 10% HTC, then the nonprofit's FP, LLC, either as 

developer or single for-profit entity, can begin the rehabilitation.  As before, the FP, LLC must 

follow the rules 

for the 10% HTC 

rules for 

substantial 

rehabilitation.  If 

the investor is 

involved at the 

start of the 

rehabilitation, 

they may invest 

equity that will 

used to assist in 

construction costs.  

Once the building 

is placed in 

service following 

the rehabilitation, 

the tax credit 

investor will be 

able to file IRS 

form 3468 for the 

tax year the 

building is placed 

in service.   

 

Another option is 

that a tax credit investor couldn't be found at the initial phase of the rehabilitation, but the 

nonprofit decided to complete the 10% tax credit application.  The nonprofit can elect to find an 

investor later.  The unused tax credits can be "carried back" one year or can be "carried forward" 

for up to 20 years.
6
  To carry back or carry forward is based on if the nonprofit can afford to 

precede with rehabilitation without an initial investor.   

 

B. 20% HTC Deal  

 

If the building is determined eligible for the 20% HTC, then the nonprofit's FP, LLC, either as 

developer or single for-profit entity, will begin the Federal Historic Preservation Certification 

Application.  If the building is listed in the NR, then the building is a certified historic structure 

and can begin Part 2- Description of Rehabilitation Work.  If the building is listed as a 

contributing in a NR historic district or the building is eligible for listing in the NR, then the 

building will need to complete a Part 1- Evaluation of Significance of the Property and Part 2.  

                                                             
6 “Incentives:  A Guide to the Federal Historic Preservation Tax Incentives Program for Income-Producing Properties,” National 

Park Service, accessed January 17, 2013, http://www.nps.gov/tps/tax-incentives/incentives/essentials_9.htm, 12. 

Figure 8:  Non-Profit as Developer in HTC Deal.  Figure courtesy of Author. 
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Both Part 1 and Part 2 can be submitted at the same time to the SHPO.  The nonprofit should 

receive approved by the SHPO and NPS before rehabilitation begins to ensure that the tax credits 

will be available.  Once Part 2 is approved either for a NR certified historic structure or a 

preliminary determination of significance approval for Part 1, the FP, LLC can begin their plan 

of work.   

 

If the investor is involved at the start of the 

rehabilitation, they may invest equity that will used to 

assist in construction costs.  When the rehabilitation 

work is completed, then the FP, LLC will submit a 

Part 3- Request for Certification of Complete Work to 

the SHPO who will forward it with comments to 

NPS.  After the NPS has approved Part 3, the NPS 

will send in writing  a notification of certification to 

the IRS and to the SHPO.  Once the building is placed 

in service following the rehabilitation, the tax credit 

investor will be able to file IRS form 3468 for the tax 

year the building is placed in service.  Along with IRS 

form 3468, the investor will also need to submit the NPS certification of completed work.  

 

Another option is that a tax credit investor couldn't be found at the initial phase of the 

rehabilitation, but the nonprofit decided to complete the 10% tax credit application.  The unused 

tax credits can be "carried back" one year or can be "carried forward" for up to 20 years.
7
  To 

carry back or carry forward is based on if the nonprofit can afford to precede with rehabilitation 

without an initial investor.   

 

VIII.  Disqualified Lease, IRS Code Section 168(h): Tax Exempt Use Property 

 

It is important to understand the regulations that pertain to your tax-exempt status if your plan is 

to remain a part of the syndication deal structure  and how the tax-exempt status affects the 

syndication of historic tax credits.  When determining the intentions and uses of the building, 

you need to keep in mind that as a tax exempt organization, you cannot lease more than 50% of 

the rentable area in the rehabilitated building under IRC Section 168(h).  Also, called a 

disqualified lease, this rule, IRC Section 168(h)(1)(B)(ii), is to prevent a nonprofit from 

rehabbing their building and then leasing it back to themselves for a profit.   

 

                                                             
7 “Incentives:  A Guide to the Federal Historic Preservation Tax Incentives Program for Income-Producing Properties,” National 

Park Service, accessed January 17, 2013, http://www.nps.gov/tps/tax-incentives/incentives/essentials_9.htm, 12. 

Figure 9: Lagerhaus 95 at 95 Perry Street in 

Downtown Buffalo utilized non-historic tax credits 

for its redevelopment. Photo Courtesy of Buffalo 

Rising. 

http://www.buffalorising.com/2010/11/banquet-space-planned-at-95-perry-street.html
http://www.buffalorising.com/2010/11/banquet-space-planned-at-95-perry-street.html
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Your plans for reuse of the building should account for this rule and make sure that you don’t 

intend to lease more than 50% of the total square footage of rentable space in the building.  If 

you do go over the 50% of the rentable area, you will have to dedicate the amount of square 

footage over 

the 50% and 

subtract that 

amount from 

your possible 

tax credits.  If 

you have 

already 

entered into an 

agreement 

with an 

approved 

amount of 

transferable 

tax credits, 

your for-profit 

would be held 

accountable 

for this lose in 

credits and it 

would also 

reduce your 

amount of 

equity from 

the investor.  The disqualified lease rule only applies to nonprofit organizations can be avoided if 

you remember to keep your rentable square footage below 50%.   

 

Another important thing to note is that the 50% of the rentable square footage is for any tax-

exempt entity.  If you, as the nonprofit entity, were planning to rent 50% of the building, and 

another nonprofit was interested in renting the other 50% of rentable space, you would have a 

disqualified lease.  If the IRS determines that you have a disqualified lease, you could lose the 

historic tax credits that you earned during the rehab of the building, which would detrimentally 

affect your tax credit investor’s tax liability.  In all likelihood, during your due diligence review 

of the project by an attorney would identify this problem, it is still important for you to be aware 

of this possibility.  

 

Found in “Topical Tax Brief – Property Leased to a Tax-Exempt Entity,” prepared by Mark 

Primoli and Tom Gavin, Internal Revenue Service, the example below illustrates a situation that 

resulted in a disqualified lease for a nonprofit.  

 

Example of a nonprofit rehabbing a building they intend to use after completion of tax credits.  

The historic St. Johns School was in dire need of a substantial rehabilitation. The school sold the 

building to a XYZ Limited Partnership for $500,000. The Partnership spent $1,000,000 

Figure 10:  HTC Deal Structure Prevents Disqualified Lease.   Figure courtesy of Author. 
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rehabilitating the property. The Partnership leased the property back to St. Johns School. The 

resulting agreement would be a disqualified lease because Internal Revenue Code Section 

168(h)(1)(B)(iv) specifically states a disqualified lease occurs after a sale (or other transfer) of 

property by, or lease of the property from, the tax-exempt entity and the property has been used 

by the entity before the sale (or other transfer) or lease. 

 

IX.  Partnership Between Nonprofit and Tax Credit Investor  

 

A major concern for all parties new to syndication deals is the merging the two for-profit entities.  

Both the nonprofit and the tax credit investor may have concerns of the powers and control that 

each have in the Partnership, LLC.  Some of the concerns that parties usually  have are over 

losing control of the building or not having a 100% ownership of the building.  These unfounded 

concerns are a major reason for why HTC deals are not pursued.   

 

The operating agreement or partnership agreement is a contract entered by both parties.  The 

agreement establishes the roles and duties of each member, defines who manages the property, 

and can address any other concerns that the nonprofit or investor has with completing a HTC 

syndication deal.  The agreement between the nonprofit and investor is meant to protect both 

parties if something happens during the syndication process.  The agreement will further provide 

guarantees that each party must uphold in order to complete the deal.   

 

The tax credit investor is interested in the benefits of the tax credits.  The credits reduces the 

investor tax liability.  The investor is not interested in owning the building, they only concern 

about the building is that it remains compliant within the five-year period.   
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I.  Chapter 5: 20% Federal Historic Preservation Certification Application:  Checklist  

 

____ Is my building listed individually in the National Register of Historic Places?  

 

____  If yes, then you will only need to complete the following parts of  the Historic  

  Preservation Certification Application:  

 

____   Part 2 - Description of Rehabilitation Work 

 

____   Part 3 - Request for Certification of Completed Work 

   

____ Is my building listed as a contributing to a historic district in the National Register 

 of Historic Places? 

 

____  If yes, then you will need to complete the following parts of  the Historic   

  Preservation Certification Application:  

 

____   Part 1 - Evaluation of Significance of the Property  

 

____   Part 2 - Description of Rehabilitation Work 

 

____   Part 3 - Request for Certification of Completed Work 

 

   &  

 

____  You will also need to complete a National Register Nomination for your form to  

  complete your certified historic structure status  

 

____ Is my building eligible for listing in the National Register of Historic Places, but not  

 listed? 

____  If yes, then you will need to complete the following parts of  the Historic   

  Preservation Certification Application:  

 

____   Part 1 - Evaluation of Significance of the Property  

 

____   Part 2 - Description of Rehabilitation Work 

 

____   Part 3 - Request for Certification of Completed Work 

 

   &  

 

____  You will also need to complete a National Register Nomination for your form to  

  complete your certified historic structure status  
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II. Introduction  

 

Since the 20% Federal Historic 

Preservation Tax Incentive (HTC) is 

meant to  incentivize the preservation of 

historic buildings, the National Park 

Service (NPS) Historic Preservation 

Certification Application must be 

submitted and approved by the Secretary 

of the Interior to ensure that the 

rehabilitation of the building is 

completed according to the  Secretary of 

the Interior’s Standards for 

Rehabilitation (Standards).  The 

Standards ensure that the character-

defining features and the historic 

elements are preserved and rehabbed in the least damaging way.  If the Standards are not 

followed or you do not compile with your State Historic Preservation Office (SHPO)  

instructions, then you jeopardize your historic preservation certification application and ability to 

receive historic tax credits.   

 

The certification process consists of a three-part Historic 

Preservation Certification Application (HPCA).  The Part 1 – 

Evaluation of Significance presents information about the 

significance and appearance of the building.
1
   Part 2 – 

Description of Rehabilitation of HPCA describes the 

condition of the building and the planned rehabilitation work 

that will be evaluated based upon  the Secretary of the 

Interior’s Standards for Rehabilitation—a set of 10 rules of 

practice.
2
  Part 3 – Request for Certification of Completed 

Work of the application is submitted after the project is 

complete and documents that the work was completed as 

proposed.
3
  National Park Service approval of the Part 3 

certifies that the project meets the Standards and is a 

"certified rehabilitation."  

 

The purpose of this chapter is to familiarize yourself with the 

20%  Historic Preservation Certification Application and 

rules that govern the application process.  This chapter will 

                                                             
1 "Application Process," Technical Preservation Services, National Park Service, accessed June 18, 2013, 
http://www.nps.gov/tps/tax-incentives/application-process.htm.  
2 Ibid.  
3 Ibid.  

Figure 1:  Deteriorated storefront buildings in downtown Laurel, 

MS. Photo courtsey of Author. 

Figure 2: Listed in NR, the Guaranty 

Building in Buffalo, NY is a "certified 

historic structure."  Photo courtesy of 

Author. 
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also assist on in determining which parts of the application that must be completed for your 

rehabilitation project.   

 

III.  The Application Process 

 

You can apply for the 20% tax credits at any time during the year.  You will need to send two 

copies of the application and accompanying materials to your SHPO for approval.  The 

application parts can be sent separately or together.  If you send them separately, the Part 1 must 

precede Part 2.  The SHPO will review the application, then they will forward the application to 

NPS with recommendations.  SHPO recommendations are generally followed, but by law all 

certification decisions are made by NPS on behalf of the Secretary of the Interior.
4
  The typical 

review time for a complete application is generally 30 days at the SHPO and 30 days at the NPS.  

Once a decision is made, the NPS will notify you and will provide a copy of all decisions to the 

IRS and the SHPO.   

 

IV.  Historic Preservation Certification Application Fee Schedule  

 

There are fees involved in the submittal of your Tax Credit Application depending on the project 

cost.  The NPS has recently revised the fee schedule for tax credit application review and 

projects.  Since this manual was completed in 2013, your application will be received after 

December 31, 2012 and as a result,  you will be subject to Fee Schedule 1.   

 

Under Fee Schedule 1, the following fees apply:  

 
Figure 3:  Fee Schedule.  Courtesy of Author. 

Under Fee Schedule 1, one-half of the total fee will be billed upon receipt of a Part 2–

Description of Rehabilitation and the remaining one-half will be billed upon receipt of a Part 3–

Request for Certification of Completed Work. If, Part 2 and Part 3 applications are received at 

the same time, the review fee will be assessed on the rehabilitation costs reported on the Part 3.
5
 

 

                                                             
4 "Application Instructions for the Historic Preservation Certification Application" Technical Preservation Services, National 
Park Service, accessed March 16, 2013, http://www.nps.gov/tps/tax-incentives/app-process/fees.htm. 
5 “Application Fees,”  Technical Preservation Services, National Park Service, accessed March 16, 2013, 

http://www.nps.gov/tps/tax-incentives/app-process/fees.htm.  

http://www.nps.gov/tps/tax-incentives/app-process/fees.htm
http://www.nps.gov/tps/tax-incentives/app-process/fees.htm
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For more information or if you have questions about the fees, review the Technical Preservation 

Services website at http://www.nps.gov/tps/tax-incentives/app-process/fees.htm.  

 

 

V.  Secretary's Standards for Rehabilitation  

Historic Tax Credit Projects 

must meet Secretary of 

Interior's Standards for 

Rehabilitation (Standards).   

The ten  Standards are applied 

to projects in a reasonable 

manner, taking into 

consideration economic and 

technical feasibility.
6
  

Rehabilitation projects must 

meet the Standards to qualify 

as “certified rehabilitations” 

eligible for the 20% tax credit 

for historic preservation. The 

Standards are the following: 

1. A property shall be used for its historic purpose or be placed in a new use that requires 

minimal change to the defining characteristics of the building and its site and 

environment. 

 

2. The historic character of a property shall be retained and preserved. The removal of 

historic materials or alteration of features and spaces that characterize a property shall be 

avoided. 

 

3. Each property shall be recognized as a physical record of its time, place, and use. 

Changes that create a false sense of historical development, such as adding conjectural 

features or architectural elements from other buildings, shall not be undertaken. 

 

4. Most properties change over time; those changes that have acquired historic significance 

in their own right shall be retained and preserved. 

 

                                                             
6 "Rehabilitation Standards and Guidelines", Technical Preservation Services, National Park Service, accessed March 16, 2013, 

http://www.nps.gov/tps/standards/rehabilitation.htm  

Figure 4: The front cover of the Secretary of Interior's Standard for the 

Treatment of Historic Places.  Graphic courtesy of NPS.  

http://www.nps.gov/tps/tax-incentives/app-process/fees.htm
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5. Distinctive features, finishes, and construction techniques or examples of craftsmanship 

that characterize a historic property shall be preserved. 

 

6. Deteriorated historic features shall be repaired rather 

than replaced. Where the severity of deterioration requires 

replacement of a distinctive feature, the new feature shall 

match the old in design, color, texture, and other visual 

qualities and, where possible, materials. Replacement of 

missing features shall be substantiated by documentary, 

physical, or pictorial evidence. 

 

7. Chemical or physical treatments, such as sandblasting, 

that cause damage to historic materials shall not be used. The 

surface cleaning of structures, if appropriate, shall be 

undertaken using the gentlest means possible. 

 

8. Significant archeological resources affected by a 

project shall be protected and preserved. If such resources 

must be disturbed, mitigation measures shall be undertaken. 

 

9. New additions, exterior alterations, or related new 

construction shall not destroy historic materials that 

characterize the property. The new work shall be differentiated 

from the old and shall be compatible with the massing, size, 

scale, and architectural features to protect the historic integrity 

of the property and its environment. 

 

10. New additions and adjacent or related new construction shall be undertaken in such a 

manner that if removed in the future, the essential form and integrity of the historic 

property and its environment would be unimpaired. 

 

VI.  Part 1: Evaluation of Significance of the 

Property 

 

A. Overview  

 

If your building is individually listed in the National 

Register of Historic Places (NR), your building is a 

"certified historic structure," and you do not need to 

complete Part 1.  You can precede to Part 2.  

 

However, if your building is considered contributing in 

a NR historic district or eligible for listing in the 

National Register of Historic Places, then you must 

complete Part 1 of the application.  Part 1 is to 

Figure 7: Screenshot of NR database for historic 

places.  Screenshot courtesy of NPS.  

Figure 5 & 6:  Proposed treatment? 

Photos courtesy of Author.  



50 

 

determine if the building is significant or contributes to the significance of a historic district.  A 

building in a historic district may not contribute to the significance of the historic district.  It will 

be up to your state SHPO to determine if the building has significance.   

Example of a building in a historic district that is not contributing -  The downtown square is a 

listed in the NR as a historic district with preserved storefront buildings.  A drugstore was built 

in the 1980s on the site of a former parking lot located in the historic district.  The non- 

contributing drugstore 's age, integrity, and significance are not consistent with the historic 

districts age, integrity and significance.  The building would not be eligible for NR listing.  

 

B. Process  

 

The Part 1 begins with you contacting the state 

SHPO tax credit reviewer.  The SHPO will 

provide you with the correct documentation, 

provide reference materials, and answer 

questions about the process.  After the 

application is completed, you submit it to the 

SHPO.  The SHPO will review the application 

and if they have questions about the 

significance of the building they will contact 

you.  Once the SHPO has given their approval 

of Part 1, they will forward their 

recommendation to the NPS along with their 

approval of the request.  The NPS bases its 

decision on the Secretary of the Interior 

Standards for Evaluating Significance within 

Registered Historic Districts.  Once the NPS 

determines that the building contributes to the significance of the historic district, your building 

will be an NPS approval certified historic structure.  This is just one example of NPS 

determining the significance.  Each building is different and NPS will determine the significance 

based on the information they are provided.   

 

It is important to not make any changes to the building while waiting for Part 1 approval.  If the 

SHPO or NPS wants to the review the property prior to approval, your documentation and 

photographs must not have changed.  Changes to the property besides that of securing the 

building and covering with plywood, could  result in your tax credits being disqualified.   

 

VII. Part 2: Description of Rehabilitation Work 

 

A. Overview 

 

While waiting for Part 1 & Part 2 approval, you should not start your rehabilitation prior to NPS 

approval.  Starting the rehab work prior to approval could run the risk of you removing a feature 

or material that the SHPO or NPS believes should stay.  If the state SHPO or NPS wants to the 

review the property prior to approval, your documentation and photographs must not have 

Figure 8: SHPO map of United States.  Screenshot 

courtesy of Novogradac & Company LLP 
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changed.  Changes to the property besides that of securing the building and could result in your 

tax credit being disqualified and eliminate your chances of receiving historic tax credits.   

 

B. Process  

 

All owners of a certified historic structure who are seeking the 20% tax credit for the 

rehabilitation work must complete a Part 2 application form which is a description of the 

proposed rehabilitation work.  The purpose of Part 2 is for the NPS to determine if your proposed 

project will follow the Standards.  The Standards are recommended and approved treatments for 

the preservation, rehabilitation, restoration or reconstruction of your historic building, its 

features, and its building materials.   

 

Your state SHPO staff in charge of Tax Incentives should be able to provide you with technical 

assistance on the appropriate rehabilitation treatments.  They can also provide advice or 

suggestions about your plans and possibly visit your site prior to completion of your Part 2.  

Their involvement is a necessary to receive your historic tax credits and they can also be a 

helpful and very useful resource to complete your Part 2 and receive approval.  At this point, it 

may be a good opportunity for you to consult with a Qualified Historic Preservationist to ensure 

that your building and proposed plans conform to the NPS’s Secretary of Interior's and to further 

assist in the completion of Part 2.   

 

Once Part 2 is completed, submit the application to your SHPO.  Your SHPO Tax Credit 

Reviewer will review your application and if no changes need to be made to your application, the 

SHPO will forward the application to the NPS, with a recommendation.  The NPS reviews your 

description of the proposed rehabilitation for conformance with the Secretary of the Interior’s 

Standards for Rehabilitation. The entire project is reviewed, including related demolition and 

new construction and is certified or approved only if the overall rehabilitation project meets the 

Standards.  If your proposed work meets the Standards, the NPS issues a preliminary decision 

approving the work. Your proposed work may be given a conditional approval that outlines 

specific modifications required to bring the project into  compliance with the Standards. 

Figure 9 & 10: Proposed rehab design for house (right).  Designed by Author.  
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After the NPS has approved the application,  you can 

safely start the rehabilitation of your building.  

 

Your  SHPO may offer  additional information about the 

tax credit application on their website.  To check your 

SHPO website, here are two links that will connect you 

to your SHPO’s office 

http://www.nps.gov/nr/shpolist.htm and  

http://www.ncshpo.org/index.htm.  

 

For more information on the NPS’s Secretary of 

Interior's Standards for the Treatment of Historic 

Properties with Guidelines for Preserving, 

Rehabilitating, and Restoring & Reconstructing Historic 

Buildings, please go to  the following link as a PDF, 

http://www.nps.gov/tps/standards/four-

treatments/treatment-guidelines.pdf or as an interactive 

webpage at 

http://www.nps.gov/history/hps/tps/standguide/index.htm

.   

 

VIII.  Part 3:  Request for Certification of Completed Work 

 

After you have rehabilitated your building, you must submit a Part 3 application form requesting 

final approval of the completed work.  You submit the “Part 3” to the SHPO. The SHPO 

forwards the application to the NPS with a certification  recommendation .  The NPS evaluates 

the completed project and compares it with the work proposed contained in the Part 2 application 

form. If it meets the Standards, the NPS approves the project as a certified rehabilitation project 

eligible for the 20% rehabilitation tax credit. Notification of certification decisions  are made in 

writing by the NPS. A copy of each notification is provided to the IRS and to the SHPO.   

 

If you have a phased project,  you will use an Amendment Sheet to submit for the completed 

phase.  Once the project is completed,  you can then submit the final Part 3  

 

IX.  Conclusion  

 

The NPS and Technical Preservation Services are there to help.  Their websites have a wealth of 

information on frequently asked questions, provides examples and has reference materials for 

best practices in PDF form.  If you need more information, use the following link to the 

Technical Preservation Services website, http://www.nps.gov/tps/index.htm.   
 
 
 

Figure 11: Secretary of Interior's Standards 

provides methods to rehab cast-iron column 

supports like this.  Photo courtesy of Author. 

Proposed rehab design for house (right).  

Designed by Author.  

http://www.nps.gov/nr/shpolist.htm
http://www.ncshpo.org/index.htm
http://www.nps.gov/tps/standards/four-treatments/treatment-guidelines.pdf
http://www.nps.gov/tps/standards/four-treatments/treatment-guidelines.pdf
http://www.nps.gov/history/hps/tps/standguide/index.htm
http://www.nps.gov/history/hps/tps/standguide/index.htm
http://www.nps.gov/tps/index.htm
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I. National Register of Historic Places Checklist 

____ Is your property 50 years old? 

Under what criterion/criteria are you nominating your property?  

____ National Register Criteria A “Event”  

____ National Register Criteria B “Person”  

____ National Register Criteria C "Design/Construction” 

____ National Register Criteria D “Pre-history or Archeological”  
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II. Introduction  

 

 The first step to receiving federal historic tax credits is to see if your building is listed in the 

National Register of Historic Places as either an individual building or as a contributing structure 

to a National Register Historic District.  The second step is to see  if your state offers state 

historic tax credits.  If your  building is listed individually on the National Register and you want 

to pursue receiving historic tax credits, then this section is provided for your reference.   

 

If your building is not listed in the National Register as a building or located in a historic district 

and considered as a contributing building, then you will need to continue with this chapter.  

 

While the National Park Service states that “anyone can prepare a nomination to the National 

Register,” it should be noted that the National Register nomination process has very specific 

rules and standards that must be met in order for a building to be nominated.  This is not a 

discouragement to the process, but just another step into securing funding for your rehabilitation.   

 

At this point, it would be advisable to seek the services of a historic preservationist specialist or 

architectural historian to help ensure that the documentation and research is done to the standards 

of the State Historic Preservation Office and  the National Park Service.   

 

III. Registers of Historic Places   

 

A.  National Register  

 

The National Register of Historic Places is the official listing of historic places kept by the 

Secretary of the Interior that have achieved significance at the local, state, or federal level, 

maintained their architectural integrity and are, usually, at least 50 years old.  The National Park 

Service (NPS) is the bureau of the Department of Interior to which the Secretary of Interior has 

delegated the authority and responsibility for administering the National Register program.
1
  

“Authorized under the National Historic Preservation Act of 1966, it is part of a national 

program to coordinate and support public and private efforts to identify, evaluate, and protect our 

historic and archeological resources.”
2
  

 

To check if your property is listed individually or is in a historic district, use the following list to 

the official National Register Records, 

http://nrhp.focus.nps.gov/natreghome.do?searchtype=natreghome.  

 

B. State Register for Historic Places  

 

Most states also have their own state historic register that is an inventory of state specific historic 

sites.  Generally, if your building is listed in the National Register, then it is automatically added 

to the state register by your State Historic Preservation Office.   

 

                                                             
1 Code of Federal Regulations, National Register of Historic Places, title 36, sec. 60.3h. 
2 U.S. Department of the Interior, National Park Service, “The National Register of Historic Places,” The National Register 
Brochure, http://www.cr.nps.gov/nr/publications/bulletins/brochure/ accessed February 2, 2013.  

http://nrhp.focus.nps.gov/natreghome.do?searchtype=natreghome
http://www.cr.nps.gov/nr/publications/bulletins/brochure/
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Many states offer the option of listing historic property only on the state register.  Usually the 

same general criteria  is used to assess the eligibility of a property for inclusion in the state 

register. An advantage with the state register is that more flexibility is allowed in the 

interpretation of the criteria for eligibility. To prevent confusion from the National Register, the 

state-only register nominations  use a different form from the federal nominations for state-only 

nominations.   

 

This is mentioned for your benefit if your building is only listed on your state register.  It should 

be noted that if your building is only listed on the state register  then you are not eligible for 

federal historic tax incentives and you will have to proceed with the National Register 

nomination in order to be able to use the federal historic tax incentives program.   

 

Contact your State Historic Preservation Office if you have questions about your building’s 

status on your State Register for Historic Places.  The followings links will connect to your 

SHPO’s office http://www.nps.gov/nr/shpolist.htm and  http://www.ncshpo.org/index.htm.  

 

IV. Effects of Listing a Property in the National Register  
 

The National Register is a guide used by the Federal, State, and local governments, as well as 

private groups,  to identify the Nation's cultural resources and to indicate what properties should 

be considered for protection from destruction or impairment.
3
  Under no Federal law or 

regulation, does the listing of a private property in the National Register prohibit the property 

owner from taking any actions to remodel or redesign the property.
4
  This means that the 

property owner doesn’t have any federal restrictions on their property and can make any 

alterations to the property that they deem appropriate.  If alterations are made to the property that 

changes the character of the house and the historic materials in a way that can not be removed or 

recovered later, then the building’s historic significance has been lost and  eliminating the 

property owner’s chance of using the historic tax incentives program.   

 

Example- A building has the original wood sash windows, but the property owner wants to 

remove the wood sash window and replace the windows with vinyl sash windows.  If the 

property owner wants to use historic tax credits then they must keep the original wood windows 

in order to receive the historic tax credits.  The purpose of this requirement is that if the 

building’s windows are replaced, overall look of the building will change and it will lose its 

historic relevancy because vinyl windows are highly visible altering the building’s façade.  

Another example would be to cover the building with vinyl siding instead of rehabbing and/or 

restoring the original wood siding.  

 

V. Contact your State Historic Preservation Officer in Charge of National Register 

Nominations.   

 

                                                             
3 Code of Federal Regulations, National Register of Historic Places, title 36, sec. 60.2. 
4 Code of Federal Regulations, National Register of Historic Places, title 36, sec. 60.2. 

http://www.nps.gov/nr/shpolist.htm
http://www.ncshpo.org/index.htm
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“Anyone can prepare a nomination to the National Register, working with the appropriate State 

Historic Preservation Officer,”
5
 because of this fact, it is very importance to contact your State 

Historic Preservation Office (SHPO) if you are considering submitting a nomination.  At the 

SHPO, the State Historic Preservation Officer in charge of the NR or NR listings for the state is 

the person entrusted by the National Park Service for identifying and nominating eligible 

properties to the National Register.  In addition, the SHPO is responsible  for administering the 

application process and for listing historic properties in the National Register.
6
  A nomination 

must be reviewed and approved by the SHPO’s Officer.  This is  the first step in getting a 

building listed in the National Register.  The SHPO can provide you with further National 

Register information, research materials, and necessary forms to begin the nomination process. 

 

To find and contact your State Historic Preservation Officer in charge of National Register 

Nominations,  below are two links that will connect to you to your SHPO’s office 

http://www.nps.gov/nr/shpolist.htm and  http://www.ncshpo.org/index.htm. 

 

VI. Completing Historic Property Research evaluated on Age, Integrity and Significance   

 

The National Park Service has a  Nation Register Bulletin #39, “Research a Historic Property,” 

which is specifically designed to assist you in researching your property.  Below are sources that 

the writer has found helpful in researching historic properties.  If at any time, you have 

questions, contact your SHPO for further information.  They are there to assist you.    

 

1. Age – Is your building at least 50 years old?   

 

The easiest first step is to find out the age of the building.  The first place to look is to review 

your Property Deed.  A property deed is a legal document used in real estate property transfers to 

assign ownership of real property and to transfer title to the land and its improvements such a 

garage or shed  to the property owner.  Depending on the division of duties, the recorded 

property deed can be house in the County Assessor’s, County Recorder’s or County Clerk’s 

Office.  Many states, counties, and cities are now digitizing their recorded documents, so often 

you can find the information online.   

 

Your local historians can assist you in finding out the age of your building through city 

directories, news clippings or Sanborn Fire Insurance Maps.   

 

2.  Integrity – Does the Building look much the way it did in the past?  

 

Does your building have new additions?  Did the building once have large windows that have 

been enclosed or shortened to resemble modern window sizes?  Often buildings that were once 

an office, factory, or school will have photo documentation of the building.  The photos could 

have been taken for newspaper articles, advertisement pamphlets for the business it housed  or 

photographs that a former employee or community member took as a remembrance of the 

                                                             
5 Linda F. McClelland, “How to Complete the National Register Registration Form, National Park Service, Technical 

Preservation Services, Brief #16a.  http://www.nps.gov/nr/publications/bulletins/pdfs/nrb16a.pdf 
6 Code of Federal Regulations, National Register of Historic Places, title 36, sec. 60.3. 

http://www.nps.gov/nr/shpolist.htm
http://www.ncshpo.org/index.htm
http://www.nps.gov/nr/publications/bulletins/pdfs/nrb16a.pdf
http://www.nps.gov/nr/publications/bulletins/pdfs/nrb16a.pdf
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building.  Regardless of the source of the photo documentation, the pictures can help establish 

the history of the building and the changes that may have happened.    

 

If the building has been changed from its original shape or style, this doesn’t mean that it is not 

eligible to receive historic tax credits, it just means that more research may be involved in 

documenting the building changes.  Also it is expected that features and trends change over time 

with buildings.  

 

Example of Enact Integrity – Historically, the building was known for its Art Deco front entrance 

stairway, but the prior owners enclosed the stairway to prevent weather related accidents on the 

stairway.  This would be a change from its look, but not from its integrity because the stairway is 

still in existence.  The stairway coverings can be removed and thus the building’s integrity is 

intact.  

 

Example of Compromised Integrity – The same building known for its Art Deco front entrance 

stairway, but instead the prior owners completely removed the Art Deco stairway and built an 

entirely new stairway.  This changed the original look of the building and removed part of its 

historic integrity.  The Art Deco stairway, original materials, and designs are lost, which 

compromises the integrity.   

 

“The historic integrity is the composite of seven qualities: location, design, setting, materials, 

workmanship, feeling and association.”
7
  Retaining the historic integrity means that the building 

must “resemble its historic appearance, but it must also retain physical materials, design features 

and aspects of construction dating from the period when it attained significance” in order to be 

nominated for the National Register.
8
  

 

3.  Significance – What is the Significance of the Building?  

 

Is the property associated with events, activities or developments that were important in the past? 

With the lives of people who were important in the past? With significant architectural history, 

landscape history or engineering achievements? Does  the property have the potential to yield 

information through archeological investigation about our past?  

 

The questions above can be related to a local event, person, or design.  To be historically 

significant, it doesn’t mean that the event or person has to have been  nationally known, it just 

means that they helped add to the history of  the  community.  If the building was once the site of 

the first hospital in town, then that  building is potentially significant.  If a building is a great 

example of a Tudor Revival in your city, then that is significant.  The building could be the first 

glassworks company in your county and once employed half of the county residents, then that is 

significant.  As long as the building can show some importance to the history of your  

community, then the building can be placed in the National Register.  

 

                                                             
7 Linda F. McClelland, “How to Complete the National Register Registration Form, National Park Service, Technical 

Preservation Services, Brief #16a.  http://www.nps.gov/nr/publications/bulletins/pdfs/nrb16a.pdf 
8 Linda F. McClelland, “How to Complete the National Register Registration Form, National Park Service, Technical 
Preservation Services, Brief #16a.  http://www.nps.gov/nr/publications/bulletins/pdfs/nrb16a.pdf 

http://www.nps.gov/nr/publications/bulletins/pdfs/nrb16a.pdf
http://www.nps.gov/nr/publications/bulletins/pdfs/nrb16a.pdf
http://www.nps.gov/nr/publications/bulletins/pdfs/nrb16a.pdf
http://www.nps.gov/nr/publications/bulletins/pdfs/nrb16a.pdf
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For further information on age, integrity and significance according to the National Park 

Service’s criteria, please refer to the National Register Bulletin #15, “How to Apply the National 

Register Criteria for Evaluation,” which can be reached at the following link, 

http://www.nps.gov/nr/publications/bulletins/pdfs/nrb15.pdf Link to be a different color. 

 

When determining your criteria for nomination, it would also be helpful to hire a historic 

preservationist consultant or architectural historian to assist in the research and/or  generate your 

National Register nomination.  Your State Historic Preservation Office can assist you in finding 

an experienced historic preservation or architectural historian.  

 

VII. Criteria for Nomination in the National Register of Historic Places  
 

There are four criteria to help you  identify your building’s significance and distinguish your 

building from others.  Questions to think about include:  what business or industry was housed in 

this building  what service was  provided or manufactured or was there any big event that took  

place here?   

 

The laws directing the process can be found in the United States’ Code of Federal Regulations 

Title 36 Part 60 – National Register of Historic Places; where you will find the Criteria for 

Evaluation (36 CFR 60.4):  

 

“The quality of significance in American history, architecture, archeology, engineering, 

and culture is present in districts, sites, buildings, structures, and objects that possess 

integrity of location, design, setting, materials, workmanship, feeling, and association.”
9
 

 

Listed below are the four criteria used in the nomination process.  The property can be 

nominated for just one of the following criteria according to the registration form, but it is also 

possible for the property to be listed under multiple criteria.  “Even if a property appears to 

qualify under several criteria, only one criteria needs to be documented for listing.”
10

   

 

Example of Multiple Criteria – Mount Vernon, President George Washington’s Home – If Mt. 

Vernon were a current applicant, it might cite all four criteria. A, because the property represents 

a way of life (agricultural plantation, Agriculture), and because it is a primary example of slavery 

(Ethnic Heritage); B, because of George Washington and Martha Washington; C, it is  an 

example of Georgian architecture; D, it could be a historical archaeological site dedicated to the 

plantation life of slaves who lived, worked and were buried on the site.  

 

Criterion A – “Event” 

 

(a.)  that are associated with events that have made a significant contribution to the broad 

patterns of our history
11

; or 

 

Criterion B – “Person”  

                                                             
9 Code of Federal Regulations, National Register of Historic Places, title 36, sec. 60. 
10 Linda F. McClelland, “How to Complete the National Register Registration Form, National Park Service, Technical 

Preservation Services, Brief #16a.  http://www.nps.gov/nr/publications/bulletins/pdfs/nrb16a.pdf 
11 Code of Federal Regulations, National Register of Historic Places, title 36, sec. 60.4(a). 

http://www.nps.gov/nr/publications/bulletins/pdfs/nrb15.pdf
http://www.nps.gov/nr/publications/bulletins/pdfs/nrb16a.pdf
http://www.nps.gov/nr/publications/bulletins/pdfs/nrb16a.pdf
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(b.) that are associated with the lives of persons significant in our past
12

; or 

 

Criterion C – "Design/Construction” 

 

(c.) that embody the distinctive characteristics of a type, period, or method of 

construction, or that represent the work of a master, or that possess high artistic values, or 

that represent a significant and distinguishable entity whose components may lack 

individual distinction
13

; or  

 

Criterion D – "Information potential" 

 

(d.) that have yielded, or may be likely to yield, information important in prehistory or 

history.
14

 

 

For further information, please refer to the National Park Service National Register Bulletin #15, 

“How to Apply the National Register Criteria for Evaluation,” which can be reached at the 

following link, http://www.nps.gov/nr/publications/bulletins/pdfs/nrb15.pdf  

 

When determining your criteria for nomination, it would also be advisable to hire a historic 

preservationist consultant or architectural historian to assist in the research and/or  generate your 

National Register nomination.  Your State Historic Preservation Office can assist you in finding 

an experienced historic preservationist or architectural historian.  

 

VIII. Special Criteria Considerations for Buildings Not Eligible for National Register 

Nomination 

 

The following taken Code of Federal Regulations, National Register of Historic Places, title 36, 

sec. 60.4 (36 CFR 60.4) is a list of circumstances that are not typical to most building 

nominations and would normally not be eligible for nomination on their own merit.  If your 

building is one of the following, then it may not be considered for National Register nomination: 

 

 Ordinarily cemeteries, birthplaces, or graves of historical figures; or 
 

 Properties owned by religious institutions or used for religious purposes; or 
 

 Structures that have been moved from their original locations; or 

 

 Reconstructed historic buildings; or  
 

 Properties primarily commemorative in nature; or   
 

 Properties that have achieved significance within the past 50 years. 

                                                             
12 Code of Federal Regulations, National Register of Historic Places, title 36, sec. 60.4(b). 
13 Code of Federal Regulations, National Register of Historic Places, title 36, sec. 60.4(c). 
14 Code of Federal Regulations, National Register of Historic Places, title 36, sec. 60.4(d). 

http://www.nps.gov/nr/publications/bulletins/pdfs/nrb15.pdf
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Under a series of special circumstances, if your building is considered an integral part of a 

district and the district meets the criteria for National Register, then the buildings can be 

considered for National Register Nomination.
15

  If your building is any of the above mentioned, 

then it is very important to contact your State Historic Preservation Office about your 

nomination.  They will be able to despite these special circumstances assist you in determining if 

your building might be eligible for nomination.  

 

For a full description of the rules, you can review Code of Federal Regulations, 36 CFR 60.4, 

under criteria circumstances (36 CFR 60.4), please use the following link that directs you to the 

official Code of Federal Regulations, http://www.ecfr.gov/cgi-

bin/textidx?c=ecfr&SID=c078de983be8abd215f46ad97f4a6d1a&rgn=div8&view=text&node=3

6:1.0.1.1.26.0.45.4&idno=36  

 

IX. National Register Nomination Registration Form  
 

If your property needs to be placed on the National Register for Historic Places, it would be 

advisable to hire a historic preservation specialist/consultant or an architectural historian to assist 

with completing the form.  The National Register Nomination Registration Form requires 

architectural descriptions, technical writing skills and specific photo documentation that are very  

specific.  It would be well worth the cost for an individual trained in historic preservation to 

complete the form.  The cost of hiring such a person can be included in your cost estimate and 

ultimately added to your qualified rehabilitation expenses eligible for historic tax credits.  

 

An overview of the NPS National Register Form is provided below to familiarize you with the 

required information needed to complete the nomination.  The National Park Service has an 

entire series of publications that are specifically for the National Register Nomination Process 

that can be found at http://www.nps.gov/nr/publications/index.htm. Color of link?  

 

Always contact your SHPO staff in charge of National Register to ensure that you have the 

correct nomination form or forms because your SHPO may require different forms.   The list 

below is to give you a brief look at the National Register Registration Form used by most SHPO 

staff in determining a property for nomination and  what information is required by the NPS.    

The forms may vary between states but the information will be the same.  Taken directly from 

NR Bulletin #16A’s Table of Contents, is the list of information needed to complete the National 

Register of Historic Places Nomination Form:  

 

1. Name of Property  

Historic Name  

Other Names/Site Number  

2. Location 

Street and Number 

Guidelines for Entering Street and Number  

Not for Publication  

City or Town  

                                                             
15 Code of Federal Regulations, National Register of Historic Places, title 36, sec. 60.4(d). 

http://www.ecfr.gov/cgi-bin/textidx?c=ecfr&SID=c078de983be8abd215f46ad97f4a6d1a&rgn=div8&view=text&node=36:1.0.1.1.26.0.45.4&idno=36
http://www.ecfr.gov/cgi-bin/textidx?c=ecfr&SID=c078de983be8abd215f46ad97f4a6d1a&rgn=div8&view=text&node=36:1.0.1.1.26.0.45.4&idno=36
http://www.ecfr.gov/cgi-bin/textidx?c=ecfr&SID=c078de983be8abd215f46ad97f4a6d1a&rgn=div8&view=text&node=36:1.0.1.1.26.0.45.4&idno=36
http://www.nps.gov/nr/publications/index.htm
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Vicinity 

State 

County 

Zip code 

3. State/Federal Agency Certification  

4. National Park Service Certification  

5. Classification  

Ownership of Property  

Category of Property  

Name of Related Multiple Property Listing 

Number of Resources within Property  

Number of Contributing Resources Previously Listed in the National Register  

6. Function or Use  

Historic and Current Functions  

Data Categories  

7. Description  

Architectural Classification  

Data Categories  

Materials  

Data Categories  

Narrative Description  

8. Statement of Significance  

Period of Significance 

Significant Dates 

Significant Person  

Cultural Affiliation  

Architect/Builder  

Narrative Statement of Significance  

Summary Paragraph  

Supporting Paragraphs—History of Property  

Writing a Statement of Significance  

Guidelines for Evaluating and Stating Significance  

Supporting Paragraphs—Historic Context  

Guidelines for Developing Historic Context 

9. Major Bibliographical References 

Bibliography  

Guidelines for Bibliographical References  

Previous Documentation on File (NPS)  

Primary Location of Additional Data  

10. Geographical Data  

Acreage of Property 

UTM References  

Guidelines for Entering UTM References  

Verbal Boundary Description 

Guidelines for Verbal Boundary Description  

Boundary Justification  
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Guidelines for Selecting Boundaries  

11. Form Prepared By 59 

12. Additional Documentation  

Maps 

Geographical Map  

Sketch Map 

Photographs  

Additional Items  

 

X.  National Register Listing Process 
 

Once your nomination is complete, you will need to submit  your nomination to your SHPO for 

review and comments.  Once at the SHPO, the nomination will go through a two reviews: 

technical and substantive.  A technical review is to make sure that your building has been 

properly  documented through photography, site plans, floor plans and workmanship to the 

Secretary of Interior's Standards.  A substantive review is to review the written descriptions on 

the nomination form for accuracy and completeness. 

 

The two links provided are the two checklists that the NPS has created in reviewing your 

nomination.  Your state SHPO may have their own form and requirements in reviewing your 

nomination.  The NPS’s technical and substantive review checklist can be found at the end of 

this chapter. 

 

After your nomination has been reviewed and you have been given the chance to clarify or fix 

any issues that your SHPO has  identified, the next step will be for  the SHPO to present your 

nomination to your state historic preservation review board.  Once approved by the review board, 

the nomination will be forwarded to the National Register for review.  Once the National Review 

Board has approved the nomination, the NPS will then forward the nomination to the Keeper of 

National Register for Historic Places for formal recognition.   

 

XI.  NPS Resources for Further information  

 

For further information, please refer to the National Park Service National Register Bulletin #15, 

“How to Apply the National Register Criteria for Evaluation,” which can be reached at the 

following link, http://www.nps.gov/nr/publications/bulletins/pdfs/nrb15.pdf  

 

To check to see if your property is listed individually or in a historic district, use the following  

website to search the official National Register Records, 

http://nrhp.focus.nps.gov/natreghome.do?searchtype=natreghome.  

 

http://www.nps.gov/nr/publications/bulletins/pdfs/nrb15.pdf
http://nrhp.focus.nps.gov/natreghome.do?searchtype=natreghome
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I.  Governing Entities Checklist  

 

____ Identify State Historic Preservation Office  
 

 ____ Identify National Register Preservation Officer  
 

 ____ Identify Tax Credit Administrator of State Historic Preservation Office  
 

____ Is your building in the National Register for Historic Places?  
 

 ____ If yes, under what Criteria 
 

 ____ If yes, is it a single building, part of a neighborhood, or part of a district?  
 

 ____ If no, then a National Register nomination will need to be completed  
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II.   Historic Preservation in the United States  

The Historic Sites and Buildings 

Act of 1935 established that “it is a 

national policy to preserve for 

public use historic sites, buildings 

and objects of national significance 

for the inspiration and benefit of the 

people of the United States,” and 

gave the Secretary of the Interior 

the authority and power to establish 

a historic preservation program.
1
  

The Act also directs the Secretary 

of the Interior to secure data, make 

surveys and researches, acquire 

properties, enter into contracts 

restore buildings, erect markers, and 

develop educational programs.
2
  

From this Act, the foundations for 

several programs such as Historic 

American Buildings Survey (HABS), Historic American Engineering Record (HAER), Historic 

American Landscapes Survey (HALS) and the National Historic Landmarks (NHL) were created 

to record and document historic structures and buildings.   

 

In 1947, the next major historic preservation movement 

occurred with  the creation of the National Council for 

Historic Sites and Buildings and the predecessor  for the 

National Trust for Historic Preservation.  With the help of 

the National Park Service and Ronald F. Lee, the first 

secretary of the National Council, the Charter of the 

National Trust for Historic Preservation was passed by 

Congress on October 17, 1949.
3
  The National Trust for 

Historic Preservation is “largest single national 

organization representing the private citizen on a broad 

spectrum of [historic] preservation issues.”
4
  The National 

Trust remains an important organization that provides 

information on preservation issues, advocates on Capitol 

Hill and focuses on saving historic places.
5
  

                                                             
1 The Historic Sites and Buildings Act of 1935, “Declaration of National Policy,” 49 Stat. 666; 16 U.S.C. 461 Section 1, 74 th 
Cong., 1st sess., Title 16 U.S. Code Pts. 461, August 21, 1935.  
2 The Historic Sites and Buildings Act of 1935, 49 Stat. 666; 16 U.S.C. 461 467, 74 th Cong., 1st sess., Title 16 U.S. Code Sections 

461-467, August 21, 1935. 
3 William J. Murtagh, Keeping Time: The History and Theory of Preservation in America, (New York:  John Wiley & Sons, Inc., 
1997), 42. 
4 William J. Murtagh, Keeping Time: The History and Theory of Preservation in America, (New York:  John Wiley & Sons, Inc., 

1997), 39. 
5 “What We Do,” National Trust for Historic Preservation, http://www.preservationnation.org/what-we-do/#.UR7r5KU3suA 
(accessed February 15, 2013). 

Figure 1  Historic Sites and Buildings Act of 1935 was created to 
preserve this new kiva, showing roof beams.  Photo courtesy of NPS, 
taken by George A. Grant 

Figure 2 Ronald F. Lee. Photo from C.B. 
Hosmer  

http://www.preservationnation.org/what-we-do/#.UR7r5KU3suA
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The biggest contribution to historic 

preservation was the National Historic 

Preservation Act of 1966 (P.L. 89-665).  

Under the National Historic Preservation 

Act (NHPA), the new law expanded the 

National Register of Historic Places and 

created  the Advisory Council on 

Historic Preservation.  The Act provided 

the Council  to make matching grants-in-

aid for historic preservation to the states 

and the National Trust for Historic 

Preservation (NHPA).  NHPA has 

become the federal  agency  governing 

the historic preservation of national, 

regional, state and local sites of 

significance.  

 

Another important federal law is Executive Order 11593: Protection and Enhancement of the 

Cultural Environment which was issued by President Nixon on May 13, 1971.  Executive Order 

11593 states that the “The Federal Government shall provide leadership in preserving, restoring 

and maintaining the historic and cultural environment of the Nation.”
6
  This means that federal 

agencies such as the Department of Transportation or the Department of Energy are required by 

law to create plans and procedures for the preservation and protection of properties under their 

jurisdiction that are eligible to be nominated to the National Register for Historic places.
7
  The 

Executive Order also stated that the federal 

agency must include the Advisory Council on 

Historic Preservation as a constituent to 

“institute procedures to assure that Federal 

plans and programs contribute to the 

preservation and enhancement of non-federally 

owned sites, structures and objects of historical, 

architectural or archaeological significance.”
8
  

Executive Order 11593 was in reaction to the 

U.S. Highway system and other infrastructure 

improvements that were destroying and 

eradicating historic sites in the name of 

progress.  The federal agencies were now held 

legally accountable to uphold the NHPA 

standards for historic preservation.  The 

Economic Recovery Tax Act of 1981 (ERTA) 

saw an explosion of rehabilitation tax credit projects due to the increase from 20% to 25% along 

with 20% on buildings 40 years and older, and 15% on those thirty years and older.  It was 

                                                             
6 Executive Order 11593, 3 C.F.R. 154 (May 15, 1971), President Nixon. 
7 Executive Order 11593, 3 C.F.R. 154 (May 15, 1971), President Nixon. 
8 Executive Order 11593, 3 C.F.R. 154 (May 15, 1971), President Nixon. 

Figure 4 MISSION 66 - Grand Teton National Park. c. 1960.  
Photo courtesy of NPS. 

Figure 3 President Lyndon B. Johnson signing NHPA. 
Courtesy of Library of Congress 
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reported between 1983 and 1985 that the NPS had  approved on average 3,000 certified 

rehabilitations (or tax credit applications)  a year.  This was the most productive time of HTCs.  

 

In 1992, the National Historic Preservation Act of 1966 was amended.  One of the amendments 

was to create the Tribal Preservation Program which is a National Park Service program that 

“assists Indian tribes in preserving their historic properties and cultural traditions through the 

designation of Tribal Historic Preservation Offices (THPO).”
9
 Another amendment was to 

include the key provisions of Executive Order 11593 and to  delegate decision authority to States 

and local governments.  In 1992, the Executive Order 11593 also created a national center for 

preservation technology and training and to develop and facilitate cultural resources for 

preservation training.   

 

Although the history of historic preservation began prior to the Historic Sites Acts of 1935 

through private citizens and nonprofit organizations, the Historic Sites and Buildings Act was the 

first major step of the federal government to safeguard historic and cultural resources in the 

United States.  With the passing of the National Historic Preservation Act of 1966 and 

subsequent amendments and other legislation, the federal government has solidified that historic 

preservation is a lasting and important part of the American culture.   

 

For more information about Historic Preservation Laws in the United States, please refer to 

http://www.nps.gov/history/history/hisnps/fhpl.htm for the detailed laws.   

 

III.  Historic Preservation Government Entities Duties and Responsibilities  
 

Unlike other programs where you start at the federal level, the historic preservation program 

begins with the State Historic Preservation Office and moves up the organizational chart.  Below 

are explanations and links to the governmental entities that are involved in historic preservation.  

 

However, there are also nonprofit 

organizations, networks and historic 

preservation trade groups that offer a number 

of resources to assist in historic preservation.  

Your State Historic Preservation Officer will 

also know of other organizations that may 

offer assistance with your project.  Many 

states and cities have their own historic 

preservation nonprofit organizations that 

provide advocacy and education in historic 

preservation and can provide additional 

assistance with your historic rehab project.  

At the end of this section  are a number of 

links to different websites that offer a vast 

amount of information about historic 

preservation.   

                                                             
9 National Historic Preservation Act of 1966, as Amended, “Establish program and regulations to assist Indian tribes,” 16 U.S.C. 
470a(d), 7102nd Congress (1991 - 1992), H.R.429.   

Figure 5 c. 1859 Upper House, now Cedar Cottage. Photo 
Courtesy of NPS, taken by C.L. Weed 

http://www.nps.gov/history/history/hisnps/fhpl.htm
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A. State Historic Preservation Offices (SHPO) administer the national historic preservation 

program at the State level, review National Register of Historic Places nominations, maintain 

data on historic properties that have been identified but not yet nominated, and consult with 

Federal agencies during Section 106 review. SHPOs are designated by the governor of their 

respective State or territory.
10

   The SHPOs act as an extension within each state of the 

National Park Service.
11

  With the tax credit program, SHPO is the first point of contact when 

applying for tax credits.  They can provide application forms, regulations, information on 

appropriate treatments, and technical assistance.  They also provide assistance for owners 

interested in the National Register of Historic Places and can advise applicants on rehabilitation 

projects.  Among these many responsibilities, SHPO’s also maintain the records of buildings and 

districts that are recorded in the National Register of Historic Places, as well as state and local 

certified historic districts.  They are also very important, because they are the first to make 

certification recommendations to the NPS for National Register nominations.
12

    

 

B.  The National Park Service (NPS) is a federal agency of the U.S. Department of the Interior 

and helps administer the National Register of Historic Places, National Heritage Areas, National 

Wild and Scenic Rivers, National Historic Landmarks, and National Trails.  

 

C. Internal Revenue Service (IRS) is a bureau of the Department of the Treasury.  The 

regulations for historic tax incentives are found in the Internal Revenue Code (IRC) Section 47 - 

Rehabilitation credit.  The IRS has a series of laws and regulations that must be followed to 

receive the tax credits.  

 

IV.  Purpose of National Park Service and Historic Preservation  

 

As mandated by the NHPA, the Secretary of the Interior is in charge of the National Park Service  

that was placed in charge of maintaining, regulating and providing guidance for the preservation 

of historic properties, national parks, archeological sites and park museum collections.   

 

Preservation maintenance entails updating and adding to the National Register for Historic 

Places and the National Historic Landmarks listings, approving historic rehabilitation tax credit 

projects, maintaining National Heritage Areas and providing preservation grants.
13

 

 

Regulating preservation is  the complete  review of the National Register applications, reviewing 

historic rehabilitation tax credit applications, creating treatments and practices when working 

with preservation projects and preventing the demolition of historic sites without proper 

approval.   

 

 

 

                                                             
10 “State Historic Preservation Officers,” Advisory Council on Historic Preservation, accessed February 1, 2013,  
http://www.achp.gov/shpo.html.  
11 William J. Murtagh, Keeping Time: The History and Theory of Preservation in America, (New York:  John Wiley & Sons, 

Inc., 1997), 70. 
12 Code of Federal Regulations, National Register of Historic Places, title 36, sec. 67.3(a)(2).  
13 “Preservation” National Park Service, accessed February 1, 2013, http://www.nps.gov/history/preservation.htm.   

http://www.achp.gov/shpo.html
http://www.nps.gov/history/preservation.htm
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V.  Helpful Links 

 

Guidance for preservation is provided through the Secretary of the Interior's Standards and 

Guidelines for Archeology and Historic Preservation, NPS Tech Notes, NPS  

For a complete list of the different guidelines from the National Park Service, please see 

http://www.nps.gov/history/standards.htm.   

 

To find and contact your State Historic Preservation Office, here are two links that will connect 

to your SHPO’s office http://www.nps.gov/nr/shpolist.htm and  

http://www.ncshpo.org/index.htm.  

 

For more information about the NPS Historic Preservation Program use the following link 

http://www.nps.gov/history/preservation.htm and for more information about National Park 

Service use the following link http://www.nps.gov/index.htm.  

 

For more information about the IRS Rehabilitation Credit regulations use the following link 

http://www.irs.gov/Businesses/Small-Businesses-&-Self-Employed/Rehabilitation-Tax-Credit---

Real-Estate-Tax-Tips  

 
 

 

 

 

 
 

http://www.nps.gov/history/standards.htm
http://www.nps.gov/nr/shpolist.htm
http://www.ncshpo.org/index.htm
http://www.nps.gov/history/preservation.htm
http://www.nps.gov/index.htm
http://www.irs.gov/Businesses/Small-Businesses-&-Self-Employed/Rehabilitation-Tax-Credit---Real-Estate-Tax-Tips
http://www.irs.gov/Businesses/Small-Businesses-&-Self-Employed/Rehabilitation-Tax-Credit---Real-Estate-Tax-Tips
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T his booklet describes the Federal Historic 

Preservation Tax Incentives in general 

terms only. Every effort has been made 

to present current information as of the date given 

below.  However, the Internal Revenue Code is 

complex and changes frequently.  Furthermore, the 

provisions of the tax code regarding at-risk rules, 

passive activity limitation, and alternative minimum 

tax can affect a taxpayer’s ability to use these tax 

credits.  Readers are strongly advised to consult an 

accountant, tax attorney, or other professional tax 

advisor, legal counsel, or the Internal Revenue Service 

for help in determining whether these incentives 

apply to their own situations.  For more detailed 

information, including copies of application forms, 

regulations, and other program information, contact 

one of the offices listed on pages 26-29. 

Department of the Interior regulations governing 

the procedures for obtaining historic preservation 

certifications are more fully explained in Title 36 

of the Code of Federal Regulations, Part 67. The 

Internal Revenue Service regulations governing 

the tax credits for rehabilitation are contained in 

Treasury Regulation Section 1.48-12. These sets 

of regulations take precedence in the event of any 

inconsistency with this booklet.

Cover: German Bank, Dubuque, Iowa (1901). After rehabilitation for 
continued commercial and residential use. Courtesy State Historical 
Society of Iowa. Photograph: John Zeller.
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Preservation Tax Incentives
Historic buildings are tangible links with the past. They 

help give a community a sense of identity, stability and 

orientation. The Federal government encourages the 

preservation of historic buildings through various means. 

One of these is the program of Federal tax incentives to 

support the rehabilitation of historic and older buildings. 

The Federal Historic Preservation Tax Incentives program 

is one of the Federal government’s most successful and 

cost-effective community revitalization programs.

The National Park Service administers the program with 

the Internal Revenue Service in partnership with State 

Historic Preservation Offices. The tax incentives promote 

the rehabilitation of historic structures of every period, 

size, style and type. They are instrumental in preserving 

the historic places that give cities, towns and rural areas 

their special character. The tax incentives for preservation 

attract private investment to the historic cores of cities and 

towns. They also generate jobs, enhance property values, 

and augment revenues for State and local governments 

through increased property, business and income 

taxes. The Preservation Tax Incentives also help create 

moderate and low-income housing in historic buildings. 

Through this program, abandoned or underused schools, 

warehouses, factories, churches, retail stores, apartments, 

hotels, houses, and offices throughout the country have 

been restored to life in a manner that maintains their 

historic character.
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Current tax incentives for preservation, established 

by the Tax Reform Act of 1986 (PL 99-514; Internal 

Revenue Code Section 47 [formerly Section 48(g)]) 

include:

 » a 20% tax credit for the certified rehabilitation of 

certified historic structures.

 » a 10% tax credit for the rehabilitation of non-

historic, non-residential buildings built before 1936.

From time to time, Congress has increased these credits 

for limited periods for the rehabilitation of buildings 

located in areas affected by natural disasters. For more 

information, see the instructions on IRS Form 3468, 

Investment Credit, or contact your State Historic 

Preservation Office.

In all cases the rehabilitation must be a substantial one 

and must involve a depreciable building. (These terms 

will be explained later.)

What Is a Tax Credit?
A tax credit differs from an income tax deduction. An 

income tax deduction lowers the amount of income 

subject to taxation. A tax credit, however, lowers the 

amount of tax owed. In general, a dollar of tax credit 

reduces the amount of income tax owed by one dollar.

 » The 20% rehabilitation tax credit equals 20% of the 

amount spent in a certified rehabilitation of a certified 

historic structure.

 » The 10% rehabilitation tax credit equals 10% of the 

amount spent to rehabilitate a non-historic building 

built before 1936.

Armstrong Cork Company Plant, Pittsburgh, 
Pennsylvania (1901-1913). After rehabilitation for 
retail and housing. Photograph: Charles Uhl.
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20% Rehabilitation Tax Credit
The Federal historic preservation tax incentives program 

(the 20% credit) is jointly administered by the U.S. 

Department of the Interior and the Department of the 

Treasury. The National Park Service (NPS) acts on behalf 

of the Secretary of the Interior, in partnership with 

the State Historic Preservation Officer (SHPO) in each 

State. The Internal Revenue Service (IRS) acts on behalf 

of the Secretary of the Treasury. Certification requests 

(requests for approval for a taxpayer to receive these 

benefits) are made to the NPS through the appropriate 

SHPO. Comments by the SHPO on certification requests 

are fully considered by the NPS. However, approval of 

projects undertaken for the 20% tax credit is conveyed 

only in writing by duly authorized officials of the 

National Park Service. For a description of the roles of 

the NPS, the IRS and the SHPO, see “Tax Credits: Who 

Does What?” on pages 14 -15.

The 20% rehabilitation tax credit applies to any project 

that the Secretary of the Interior designates a certified 

rehabilitation of a certified historic structure. The 20% 

credit is available for properties rehabilitated for 

commercial, industrial, agricultural, or rental residential 

purposes, but it is not available for properties used 

exclusively as the owner’s private residence.

What is a “certified historic structure?”

A certified historic structure is a building that is listed 

individually in the National Register of Historic Places 

—OR— a building that is located in a registered historic 

district and certified by the National Park Service as 

contributing to the historic significance of that district. 

The “structure” must be a building—not a bridge, ship, 

railroad car, or dam. (A registered historic district is any 

district listed in the National Register of Historic Places. 

Hanny’s Building, Phoenix, Arizona (1947). After rehabilitation 
of this high-fashion clothing store for restaurant and other 
commercial use. Photograph: Ryden Architects, Inc.
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A State or local historic district may also qualify as a 

registered historic district if the district and the enabling 

statute are certified by the Secretary of the Interior.)

Obtaining Certified Historic Structure Status

Owners of buildings within historic districts 

must complete Part 1 of the Historic Preservation 

Certification Application—Evaluation of Significance. 

The owner submits this application to the SHPO. The 

SHPO reviews the application and forwards it to the 

NPS with a recommendation for approving or denying 

the request. The NPS then determines whether the 

building contributes to the historic district. If so, the 

building then becomes a certified historic structure. 

The NPS bases its decision on the Secretary of the 

Interior’s “Standards for Evaluating Significance within 

Registered Historic Districts” (see page 23).

Buildings individually listed in the National Register of 

Historic Places are already certified historic structures. 

Owners of these buildings need not complete the Part 

1 application (unless the listed property has more than 

one building).

Property owners unsure if their building is listed in 

the National Register or if it is located in a National 

Register or certified State or local historic district 

should contact their SHPO.
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What if my building is not yet listed in the  
National Register?

Owners of buildings that are not yet listed individually 

in the National Register of Historic Places or located in 

districts that are not yet registered historic districts may 

use the Historic Preservation Certification Application, 

Part 1, to request a preliminary determination of 

significance from the National Park Service. Such a 

determination may also be obtained for a building 

located in a registered historic district but that is outside 

the period or area of significance of the district. A 

preliminary determination of significance allows NPS to 

review Part 2 of the application describing the proposed 

rehabilitation. Preliminary determinations, however, are 

not binding. They become final only when the building 

or the historic district is listed in the National Register or 

when the district documentation is amended to include 

additional periods or areas of significance. It is the 

owner’s responsibility to obtain such listing through the 

State Historic Preservation Office in a timely manner.

What is a “certified rehabilitation?”

The National Park Service must approve, or “certify,” 

all rehabilitation projects seeking the 20% rehabilitation 

tax credit. A certified rehabilitation is a rehabilitation of 

a certified historic structure that is approved by the NPS 

as being consistent with the historic character of the 

property and, where applicable, the district in which it 

is located. The NPS assumes that some alteration of the 

historic building will occur to provide for an efficient 

use. However, the project must not damage, destroy, or 

cover materials or features, whether interior or exterior, 

that help define the building’s historic character.

Application Process

Owners seeking certification of rehabilitation work 

must complete Part 2 of the Historic Preservation 

Certification Application—Description of Rehabilitation. 

Long-term lessees may also apply if their remaining lease 

period is at least 27.5 years for residential property or 39 
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years for nonresidential property. The owner submits the 

application to the SHPO. The SHPO provides technical 

assistance and literature on appropriate rehabilitation 

treatments, advises owners on their applications, makes 

site visits when possible, and forwards the application to 

the NPS, with a recommendation.

The NPS reviews the rehabilitation project for 

conformance with the “Secretary of the Interior’s 

Standards for Rehabilitation,” and issues a certification 

decision. The entire project is reviewed, including related 

demolition and new construction, and is certified, or 

approved, only if the overall rehabilitation project meets 

the Standards. These Standards appear on pages 24-25. 

Both the NPS and the IRS strongly encourage owners to 

apply before they start work.

58 B Street, Virginia City, Nevada (1875). Rehabilitated as a bed 
and breakfast. Courtesy Chris Eichin.
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After the rehabilitation work is completed, the owner 

submits Part 3 of the Historic Preservation Certification 

Application—Request for Certification of Completed 

Work to the SHPO. The SHPO forwards the application 

to the NPS, with a recommendation as to certification. 

The NPS then evaluates the completed project against 

the work proposed in the Part 2—Description of 

Rehabilitation. Only completed projects that meet the 

Standards for Rehabilitation are approved as “certified 

rehabilitations” for purposes of the 20% rehabilitation 

tax credit. 

Before

After

Carleton Place (historic name: Simmons Manufacturing Company), St. 
Paul, Minnesota (1909). Before and after rehabilitation for residential use. 
Courtesy Hess, Roise and Company.
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Processing Fees 

The NPS charges a fee for reviewing applications. Fees 

are charged for the review of proposed work (Part 2) and 

for review of completed projects (Part 3). The fees are 

based on the rehabilitation costs. Payment should not 

be sent until requested by NPS. The NPS will not issue a 

certification decision until payment has been received. See 

the NPS website on page 26 for the fee schedule.

IRS Requirements  

To be eligible for the 20% rehabilitation tax credit, a project 

must also meet basic IRS requirements:

 » The building must be depreciable. That is, it must be 

used in a trade or business or held for the production 

of income. It may be used for offices, for commercial, 

industrial or agricultural enterprises, or for rental 

housing. It may not serve exclusively as the owner’s 

private residence.

 » The rehabilitation must be substantial. That is, 

during a 24-month period selected by the taxpayer, 

rehabilitation expenditures must exceed the greater 

of $5,000 or the adjusted basis of the building and 

its structural components. The adjusted basis is 

generally the purchase price, minus the cost of land, 

plus improvements already made, minus depreciation 

already taken. Once the substantial rehabilitation 

test is met, the credit may be claimed for all qualified 

Hollywood Bungalow Courts, Los Angeles, California (1921-1925). 
Rehabilitated as housing for special-needs and low-income residents. 
Photograph: NPS Files.
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expenditures incurred before the measuring period, 

during the measuring period and after the measuring 

period through the end of the taxable year that the 

building is placed in service.

 » Phased rehabilitations—that is, rehabilitations 

expected to be completed in two or more distinct 

stages of development—must also meet the 

“substantial rehabilitation test.” However, for phased 

rehabilitations, the measuring period is 60 months 

rather than 24 months. This phase rule is available only 

if: (1) a set of architectural plans and specifications 

outlines and describes all rehabilitation phases; (2) the 

plans are completed before the physical rehabilitation 

work begins, and (3) it can reasonably be expected 

that all phases will be completed.

 » The property must be placed in service (that is, 

returned to use). The rehabilitation tax credit is 

generally allowed in the taxable year the rehabilitated 

property is placed in service.

 » The building must be a certified historic structure when 

placed in service, with the following exception: If 

the building or the historic district is not listed in the 

National Register, the owner must have requested 

that the SHPO nominate the building or the district 

to the National Register before the building is placed 

in service. If the building is in a historic district that 

is listed or may be listed in the National Register, the 

owner must submit Part 1 of the application before the 

building is placed in service.

 » Qualified rehabilitation expenditures include 

costs of the work on the historic building, as well 

as architectural and engineering fees, site survey 

fees, legal expenses, development fees, and other 

construction-related costs, if such costs are 

added to the property basis and are reasonable 

and related to the services performed. They 

do not include acquisition or furnishing costs, 

new additions that expand the building, new 

building construction, or parking lots, sidewalks, 

landscaping, or other related facilities.
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Getting your project approved, or “certified”

Tens of thousands of projects have been approved for the 

historic preservation tax credit. Observing the following 

points will make approval of your project easier:

 » Apply as soon as possible—preferably before beginning 

work. Consult with the SHPO as soon as you can. 

Read carefully the program application, regulations, 

and any other information the SHPO supplies. 

Submit your application early in the project 

planning. Wait until the project is approved in 

writing by the NPS before beginning work. Work 

undertaken prior to approval by the NPS may 

jeopardize certification. In the case of properties 

not yet designated certified historic structures, apply 

before the work is completed and the building is 

placed in service.

114 NW Main Street, Rocky Mount, North Carolina (1928). 
Photograph: William Ferguson.
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 » Photograph the building inside and outside—before 

and after the project. “Before” photographs are 

especially important. Without them, it may be 

impossible for the NPS to approve a project.

 » Read and follow the “Secretary of the Interior’s 

Standards for Rehabilitation” and the “Guidelines for 

Rehabilitating Historic Buildings.” If you are unsure 

how they apply to your building, consult with the 

SHPO or the NPS.

 » Once you have applied, alert the SHPO and the NPS 

to any changes in the project.

Claiming the 20% Rehabilitation  
Tax Credit 

Generally, the tax credit is claimed on IRS form 3468 

for the tax year in which the rehabilitated building is 

placed in service. For phased projects, the tax credit 

may be claimed before completion of the entire project 

provided that the substantial rehabilitation test has been 

met. If a building remains in service throughout the 

rehabilitation, then the credit may be claimed when the 

substantial rehabilitation test has been met. In general, 

unused tax credit can be “carried back” one year and 

“carried forward” 20 years.

The IRS requires that the NPS certification of completed 

work (Application Part 3) be filed with the tax return 

claiming the tax credit. If final certification has not yet 
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been received when the taxpayer files the tax return 

claiming the credit, a copy of the first page of the 

Historic Preservation Certification Application—Part 

2 must be filed with the tax return, with proof that the 

building is a certified historic structure or that such status 

has been requested. The copy of the application filed 

must show evidence that it has been received by either 

the SHPO or the NPS (date-stamped receipt or other 

notice is sufficient). If the taxpayer then fails to receive 

final certification within 30 months after claiming the 

credit, the taxpayer must agree to extend the period 

of assessment. If the NPS denies certification to a 

rehabilitation project, the credit will be disallowed.

Recapture of the Credit  

The owner must hold the building for five full years after 

completing the rehabilitation, or pay back the credit. If 

the owner disposes of the building within a year after it 

is placed in service, 100% of the credit is recaptured. For 

properties held between one and five years, the tax credit 

recapture amount is reduced by 20% per year.

The NPS or the SHPO may inspect a rehabilitated 

property at any time during the five-year period. The 

NPS may revoke certification if work was not done as 

described in the Historic Preservation Certification 

Application, or if unapproved alterations were made for 

up to five years after certification of the rehabilitation. 

The NPS will notify the IRS of such revocations.

Prizery/R.J. Reynolds Tobacco Warehouse, South Boston, 
Virginia (1900). Rehabilitated for commercial use. 
Photographs: Ian Bradshaw.  
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Depreciation

Rehabilitated property is depreciated using the straight-

line method over 27.5 years for residential property 

and over 39 years for nonresidential property. The 

depreciable basis of the rehabilitated building must be 

reduced by the full amount of the tax credit claimed. 

Rehabilitation Tax Credits: 
Who Does What?
The Federal historic preservation tax incentives 

program is a partnership among the National Park 

Service (NPS), the State Historic Preservation Officer 

(SHPO), and the Internal Revenue Service (IRS). Each 

plays an important role.

SHPO

 » Serves as first point of contact for property owners.

 » Provides application forms, regulations, and other 

program information.

 » Maintains complete records of the State’s buildings 

and districts listed in the National Register of 

Historic Places, as well as State and local districts 

that may qualify as registered historic districts.

 » Assists anyone wishing to list a building or a district 

in the National Register of Historic Places.

 » Provides technical assistance and literature on 

appropriate rehabilitation treatments.

 » Advises owners on their applications and makes 

site visits on occasion to assist owners.

 » Makes certification recommendations to the NPS.

NPS

 » Reviews all applications for conformance to 

the Secretary of the Interior’s Standards for 

Rehabilitation.
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 » Issues all certification decisions (approvals or 

denials) in writing.

 » Transmits copies of all decisions to the IRS.

 » Develops and publishes program regulations, 

the Secretary of the Interior’s Standards for 

Rehabilitation, the Historic Preservation 

Certification Application, and information on 

rehabilitation treatments.

IRS

 » Publishes regulations governing which rehabilitation 

expenses qualify, the time periods for incurring 

expenses, the tax consequences of certification 

decisions by NPS, and all other procedural and 

legal matters concerning both the 20% and the 10% 

rehabilitation tax credits.

 » Answers public inquiries concerning legal and 

financial aspects of the Historic Preservation Tax 

Incentives, and publishes the audit guide, Market 

Segment Specialization Program: Rehabilitation Tax 

Credit, to assist owners.

 » Insures that only parties eligible for the 

rehabilitation tax credits utilize them.

Odd Fellows Building, Raleigh, North Carolina (c. 1880). Rehabilitated for 
continued commercial use. Courtesy Empire Properties.
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10% Rehabilitation Tax Credit 
The 10% rehabilitation tax credit is available for the 

rehabilitation of non-historic buildings placed in service 

before 1936. 

As with the 20% rehabilitation tax credit, the 10% 

credit applies only to buildings—not to ships, bridges or 

other structures. The rehabilitation must be substantial, 

exceeding either $5,000 or the adjusted basis of the 

property, whichever is greater. And the property must 

be depreciable.

The 10% credit applies only to buildings rehabilitated 

for non-residential uses. Rental housing would thus 

not qualify. Hotels, however, would qualify. They are 

considered to be in commercial use, not residential.

A building that was moved after 1935 is ineligible for 

the 10% rehabilitation credit. (A moved certified historic 

structure, however, can still be eligible for the 20% 

credit.) Furthermore, projects undertaken for the 10% 

credit must meet a specific physical test for retention of 

external walls and internal structural framework:

 » at least 50% of the building’s external walls 

existing at the time the rehabilitation began must 

remain in place as external walls at the work’s 

conclusion, and

 » at least 75% of the building’s existing external 

walls must remain in place as either external or 

internal walls, and

 » at least 75% of the building’s internal structural 

framework must remain in place.

Claiming the 10% Rehabilitation 
Tax Credit

The tax credit must be claimed on IRS form 3468 

for the tax year in which the rehabilitated building is 

placed in service. There is no formal review process for 

rehabilitations of non-historic buildings.
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The 10% or 20% Credit: Which 
One Applies?
The 10% rehabilitation tax credit applies only to non-

historic buildings first placed in service before 1936 

and rehabilitated for non-residential uses. The 20% 

rehabilitation tax credit applies only to certified historic 

structures, and may include buildings built after 1936. 

The two credits are mutually exclusive. 

Buildings listed in the National Register of Historic 

Places are not eligible for the 10% credit. Buildings 

located in National Register listed historic districts or 

certified State or local historic districts are presumed 

to be historic and are therefore not eligible for the 10% 

credit. In general, owners of buildings in these historic 

districts may claim the 10% credit only if they file Part 

1 of the Historic Preservation Certification Application 

with the National Park Service before the physical work 

begins and receive a determination that the building 

does not contribute to the district and is not a certified 

historic structure. 

Other Tax Provisions Affecting 
Use of Preservation Tax 
Incentives
A number of provisions in the Internal Revenue Code 

affect the way in which real estate investments are 

treated generally. These provisions include the “at-risk” 

rules, the passive activity limitation, and the alternative 

minimum tax. What these provisions mean, in practice, 

is that many taxpayers may not be able to use tax credits 

earned in a certified rehabilitation project. 

A brief discussion of these matters follows. Applicants 

should seek professional advice concerning the 

personal financial implications of these provisions.

At-Risk Rules

Under Internal Revenue Code Section 465, a taxpayer 

may deduct losses and obtain credits from a real estate 
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investment only to the extent that the taxpayer is “at-

risk” for the investment. The amount that a taxpayer 

is “at-risk” is generally the sum of cash or property 

contributions to the project plus any borrowed money 

for which the taxpayer is personally liable, including 

certain borrowed amounts secured by the property used 

in the project. In addition, in the case of the activity of 

holding real property, the amount “at-risk” includes 

qualified non-recourse financing borrowed from certain 

financial institutions or government entities.

Passive Activity Limitation  

The passive activity limitation provides that losses and 

credits from “passive” income sources, such as real estate 

Before
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limited partnerships, cannot be used to offset tax liability 

from “active” sources such as salaries. This passive 

activity limitation does not apply to:

 » Most regular corporations.

 » Real estate professionals who materially participate 

in a real property trade or business and who satisfy 

eligibility requirements regarding the proportion 

and amount of time spent in such businesses.

For other taxpayers, two exceptions apply: a general 

exception and a specific exception for certified 

rehabilitations.

After

John Harvey House, Detroit, Michigan (1875). (opposite) Before 
rehabilitation; (above) After rehabilitation as a bed and breakfast. 
Courtesy: Marilyn Nash-Yazbeck. Photograph: Steven C. Flum, Inc.
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General Passive Loss Rules

Taxpayers with incomes less than $100,000 (generally, 

adjusted gross income with certain modifications) may take 

up to $25,000 in losses annually from rental properties. 

This $25,000 annual limit on losses is reduced for 

individuals with incomes between $100,000 and $150,000 

and eliminated for individuals with incomes over $150,000.

Passive Credit Exemption

Individuals, including limited partners, with modified 

adjusted gross incomes of less than $200,000 (and, subject 

to phase out, up to $250,000) investing in a rehabilitation 

credit project may use the tax credit to offset the tax owed 

on up to $25,000 of income. Thus, a taxpayer in the 33% 

tax bracket could use $8,250 of tax credits per year (33% x 

$25,000 = $8,250). 

This $25,000 amount is first reduced by losses allowed 

under the general “passive loss” rule above for taxpayers 

with incomes less than $150,000.

Alternative Minimum Tax  

For purposes of the rehabilitation tax credit, the alternative 

minimum tax does not apply to qualified rehabilitation 

expenditures “properly taken into account for periods after 

December 31, 2007.”

However, for qualified rehabilitation expenditures taken 

into account for periods before January 1, 2008, taxpayers 

who are not required to pay tax under the regular tax 

system may still be liable for tax under the alternative 

minimum tax laws. Alternative minimum taxable income 

is computed from regular taxable income with certain 

adjustments and the addition of all appropriate tax 

preference items. 

Nonrefundable credits, such as the rehabilitation 

tax credit, may not be used to reduce the alternative 

minimum tax. If a taxpayer cannot use the tax credit 

because of the alternative minimum tax, the credit can be 

carried back or forward.
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Rehabilitations Involving 
Governments and Other 
Tax-Exempt Entities
Property used by governmental bodies, nonprofit 

organizations, or other tax-exempt entities is not 

eligible for the rehabilitation tax credit if the tax-exempt 

entity enters into a disqualified lease (as the lessee) for 

more than 50% of the property. A disqualified lease 

occurs when:

 » Part or all of the property was financed directly 

or indirectly by an obligation in which the interest 

is tax-exempt under Internal Revenue Code 

Section 103(a) and such entity (or related entity) 

participated in such financing; or,

 » Under the lease there is a fixed or determinable 

price for purchase or an option to buy which 

involves such entity (or related entity); or,

 » The lease term is in excess of 20 years; or,

 » The lease occurs after a sale or lease of the 

property and the lessee used the property before 

the sale or lease.

Other Tax Incentives for 
Historic Preservation 
Other Federal and State tax incentives exist for 

historic preservation. They may be combined with the 

rehabilitation tax credit.

Charitable Contributions for Historic 
Preservation Purposes 

Internal Revenue Code Section 170(h) and Department 

of the Treasury Regulation Section 1.170A-14 provide 

for income and estate tax deductions for charitable 

contributions of partial interests in historic property 

(principally easements).  Generally, the IRS considers 

that a donation of a qualified real property interest 

to preserve a historically important land area or a 
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certified historic structure meets the test of a charitable 

contribution for conservation purposes. For purposes 

of the charitable contribution provisions only, a certified 

historic structure need not be depreciable to qualify, and 

may include the land area on which it is located.

A facade easement on a building in a registered historic 

district must preserve the entire exterior of the building 

(including its front, sides, rear, and height) and must 

prohibit any change to the exterior of the building that 

is inconsistent with its historic character. The easement 

donor must enter into a written agreement with the 

organization receiving the easement contribution, and 

must provide additional substantiation requirements. If 

the deduction claimed is over $10,000, the taxpayer must 

pay a $500 filing fee. For additional information, see IRS 

publication 526. 

State Tax Incentives

A number of States offer tax incentives for historic 

preservation. They include tax credits for rehabilitation, 

tax deductions for easement donations, and property 

tax abatements or moratoriums. The SHPO will have 

information on current State programs. Requirements 

for State incentives may differ from those outlined here. 

Tax Credit for Low-Income Housing

The Tax Reform Act of 1986 (IRC Section 42) also 

established a tax credit for the acquisition and 

rehabilitation, or new construction of low-income 

housing. The credit is approximately 9% per year for 

10 years for projects not receiving certain Federal 

subsidies and approximately 4% for 10 years for projects 

subsidized by tax-exempt bonds or below market Federal 

loans. The units must be rent restricted and occupied 

by individuals with incomes below the area median 

gross income. The law sets a 15-year compliance period. 

Credits are allocated by State housing credit agencies. 

The tax credit for low-income housing can be combined 

with the tax credit for the rehabilitation of certified 

historic structures. 
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The Secretary of the Interior’s 
Standards for Evaluating 
Significance Within Registered 
Historic Districts 
The following Standards govern whether buildings 

within a historic district contribute to the significance 

of the district. Owners of buildings that meet these 

Standards may apply for the 20% rehabilitation tax 

credit. Buildings within historic districts that meet these 

Standards cannot qualify for the 10% credit.

1. A building contributing to the historic significance 

of a district is one which by location, design, setting, 

materials, workmanship, feeling and association 

adds to the district’s sense of time and place and 

historical development.

2. A building not contributing to the historic 

significance of a district is one which does not 

add to the district’s sense of time and place and 

historical development; or one where the location, 

design, setting, materials, workmanship, feeling 

and association have been so altered or have so 

deteriorated that the overall integrity of the building 

has been irretrievably lost.

3. Ordinarily buildings that have been built within 

the past 50 years shall not be considered to 

contribute to the significance of a district unless 

a strong justification concerning their historical 

or architectural merit is given or the historical 

attributes of the district are considered to be less 

than 50 years old.
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The Secretary of the Interior’s 
Standards for Rehabilitation
Rehabilitation projects must meet the following 

Standards, as interpreted by the National Park Service, 

to qualify as “certified rehabilitations” eligible for 

the 20% rehabilitation tax credit. The Standards are 

applied to projects in a reasonable manner, taking into 

consideration economic and technical feasibility.

The Standards (36 CFR Part 67) apply to historic 

buildings of all periods, styles, types, materials, and 

sizes. They apply to both the exterior and the interior 

of historic buildings. The Standards also encompass 

related landscape features and the building’s site and 

environment as well as attached, adjacent, or related 

new construction.

1. A property shall be used for its historic purpose 

or be placed in a new use that requires minimal 

change to the defining characteristics of the 

building and its site and environment.

2. The historic character of a property shall be 

retained and preserved. The removal of historic 

materials or alteration of features and spaces that 

characterize a property shall be avoided.

3. Each property shall be recognized as a physical 

record of its time, place, and use. Changes that 

create a false sense of historical development, such 

as adding conjectural features or architectural 

elements from other buildings, shall not be 

undertaken.

4. Most properties change over time; those changes 

that have acquired historic significance in their 

own right shall be retained and preserved.

5. Distinctive features, finishes, and construction 

techniques or examples of craftsmanship that 

characterize a historic property shall be preserved.
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6. Deteriorated historic features shall be repaired 

rather than replaced. Where the severity of 

deterioration requires replacement of a distinctive 

feature, the new feature shall match the old in 

design, color, texture, and other visual qualities and, 

where possible, materials. Replacement of missing 

features shall be substantiated by documentary, 

physical, or pictorial evidence.

7. Chemical or physical treatments, such as 

sandblasting, that cause damage to historic materials 

shall not be used. The surface cleaning of structures, 

if appropriate, shall be undertaken using the gentlest 

means possible.

8. Significant archeological resources affected by a 

project shall be protected and preserved. If such 

resources must be disturbed, mitigation measures 

shall be undertaken.

9. New additions, exterior alterations, or related new 

construction shall not destroy historic materials that 

characterize the property. The new work shall be 

differentiated from the old and shall be compatible 

with the massing, size, scale, and architectural 

features to protect the historic integrity of the 

property and its environment.

10. New additions and adjacent or related new 

construction shall be undertaken in such a manner 

that if removed in the future, the essential form 

and integrity of the historic property and its 

environment would be unimpaired.

Van Allen and Son Department 
Store, Clinton, Iowa (1913-
1915). Courtesy Community 
Housing Initiatives, Inc. 
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For More Information
For more information on tax incentives for historic 

preservation, contact the NPS, the IRS, or one of the 

SHPOs listed below. Available information includes:

 » NPS publications on appropriate methods to preserve 

historic buildings. These include Guidelines for 

Rehabilitating Historic Buildings, Preservation Briefs, 

and many others.

 » The Historic Preservation Certification Application (a 

3-part form: Part 1—Evaluation of Significance; Part 

2—Description of Rehabilitation; Part 3—Request for 

Certification of Completed Work).

 » Department of the Interior, National Park Service, 

regulations on “Historic Preservation Certifications.” 

[36 CFR Part 67].

 » Department of the Treasury, Internal Revenue Service, 

regulations on “Investment Tax Credit for Qualified 

Rehabilitation Expenditures.” [Treasury Regulation 

Section 1.48-12].

 » Market Segment Specialization Program: Rehabilitation 

Tax Credit (available only from the IRS).

National Park Service

Preservation Tax Incentives 

Technical Preservation Services 

National Park Service 

1849 C Street, NW 

Washington, DC 20240 

 

tel: 202-513-7270 

email: nps_tps@nps.gov 

main web: www.nps.gov/tps 

tax web: www.nps.gov/tps/tax-incentives.htm

Internal Revenue Service 

web: www.nps.gov/tps/tax-incentives/before-apply/irs.

htm
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Additional IRS website: http://www.irs.gov/Businesses/

Small-Businesses-&-Self-Employed/Rehabilitation-Tax-

Credit---Real-Estate-Tax-Tips

State Historic Preservation Offices

Websites for the State Historic Preservation Offices listed 

below can be found at:  www.ncshpo.org

ALABAMA, Alabama Historical Commission, 468 South 

Perry Street, Montgomery, AL 36130-0900, 334-242-3184.  

ALASKA,  History and Archeology, Department of Natural 

Resources, Division of Parks and Outdoor Recreation, 550 W. 

7th Avenue, Suite 1310, Anchorage, AK 99501-3565, 907-269-

8721. ARIZONA, Office of Historic Preservation, Arizona State 

Parks, 1300 W. Washington, Phoenix, AZ 85007, 602-542-4009.  

ARKANSAS, Arkansas Historic Preservation Program, 1500 Tower 

Building, 323 Center Street, Little Rock, AR 72201, 501-324-9880. 

CALIFORNIA, Office of Historic Preservation, Department of 

Parks and Recreation, 1725 23rd Street, Suite 100, Sacramento, 

CA 95816-7100, 916-445-7000. COLORADO, Colorado 

Historical Society, Colorado History Museum, 1200 Broadway, 

Denver, CO 80203-2109, 303-447-8679. CONNECTICUT, 

Connecticut Commission on Culture and Tourism, History and 

Museums Division, One Constitution Plaza, 2nd Floor, Hartford, 

CT 06103, 860-256-2800. DELAWARE, Division of Historical 

and Cultural Affairs, 21 The Green, Dover, DE 19901, 302-

736-7400. DISTRICT OF COLUMBIA, Historic Preservation 

Office, D.C. Office of Planning, 1100 4th Street, SW, Suite E650, 

Washington, DC 20024, 202-442-7600. FLORIDA, Division of 

Historical Resources, Department of State, R.A. Gray Building, 

500 S. Bronough Street, Tallahassee, FL 32399-0250, 850-245-

6333. GEORGIA, Department of Natural Resources, Historic 

Preservation Division, 254 Washington Street, SW, Ground Level, 

Atlanta, GA 30334, 404-656-2840. HAWAII, Hawaii Historic 

Preservation Office, Kakuhihewa Building, 601 Kamokila 

Boulevard, Kapolie, HI 96707, 808-587-0401. IDAHO, Idaho State 

Historic Preservation Office, 210 Main St., Boise, ID 83702-7264, 

208-334-3847. ILLINOIS, Illinois Historic Preservation Agency, 

Preservation Services Division, One Old State Capitol Plaza, 

Springfield, IL 62701, 217-782-4836. INDIANA, Department of 

Natural Resources, 402 West Washington Street, Room W 274, 

Indianapolis, IN 46204, 317-232-0693. IOWA, State Historical 
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Society of Iowa, 600 East Locust Street, Des Moines, IA 50319-

0290, 515-281-4137. KANSAS, Kansas State Historical Society, 

Cultural Resources Division, 6425 SW 6th Avenue, Topeka, KS 

66615-1099, 785-272-8681. KENTUCKY, Kentucky Heritage 

Council, 300 Washington Street, Frankfort, KY 40601, 502-564-

7005. LOUISIANA, Office of Cultural Development, PO Box 

44247, Baton Rouge, LA 70804, 225-342-8160. MAINE, Maine 

Historic Preservation Commission, 55 Capitol Street, Station 

65, Augusta, ME 04333-0065, 207-287-2132. MARYLAND, 

Maryland Historical Trust, 100 Community Place, Crownsville, 

MD 21032-2023, 410-514-7600. MASSACHUSETTS, 

Massachusetts Historical Commission, Massachusetts Archives 

Facility, 220 Morrissey Boulevard, Boston, MA 02125, 617-

727-8470. MICHIGAN, State Historic Preservation Office, 

Michigan Historical Center, Department of History, Arts and 

Libraries, PO Box 30740, 702 W. Kalamazoo Street, Lansing, 

MI 48909-8240, 517-373-1630. MINNESOTA, Minnesota 

Historical Society, State Historic Preservation Office, 345 

Kellogg Boulevard West, St. Paul, MN 55102-1906, 651-259-

3000 MISSISSIPPI, Department of Archives and History, PO 

Box 571, Jackson, MS 39205-0571, 601-576-6850. MISSOURI, 

Department of Natural Resources, PO Box 176, Jefferson City, 

MO 65102, 573-751-7858. MONTANA, Montana Historical 

Society, 1410 8th Avenue, PO Box 201202, Helena, MT 59620-

1202, 406-444-7715. NEBRASKA, Nebraska State Historical 

Society, 1500 R Street, PO Box 82554, Lincoln, NE 68501-1651, 

402-471-3270. NEVADA, State Historic Preservation Office, 901 

S. Stewart Street, Suite 5004,  Carson City, NV 89701, 775-684-

3448. NEW HAMPSHIRE, Division of Historical Resources, 19 

Pillsbury Street, 2nd Floor, Concord, NH 03301-3570, 603-

271-3483. NEW JERSEY, Mail Code 501-04B, Department of 

Environmental Protection, Historic Preservation Office, PO Box 

420, Trenton, NJ 08625-0240, 609-984-0176. NEW MEXICO, 

State Historic Preservation Division, Office of Cultural Affairs, 

Bataan Memorial Building, 407 Galisteo Street, Suite 236, Santa 

Fe, NM 87501, 505-827-6320. NEW YORK, Office of Parks, 

Recreation and Historic Preservation, Bureau of Historic 

Preservation, Peebles Island, PO Box 189, Waterford, NY 12188-

0189, 518-237-8643. NORTH CAROLINA, Office of Archives 

and History, 4617 Mail Service Center, Raleigh, NC 27699-4617, 

919-807-6570. NORTH DAKOTA, State Historical Society of 

North Dakota, ND Heritage Center, 612 East Boulevard Ave., 

Bismarck, ND 58505, 701-328-2666.



OHIO, Historic Preservation Office, Ohio Historical Society, 

800 East 17th Avenue, Columbus, OH 43211-2474, 614-297-

2300. OKLAHOMA, State Historic Preservation Office, 

Oklahoma History Center, 800 Nazih Zuhdi Drive,  Oklahoma 

City, OK 73105-7917, 405-521-6249. OREGON, Oregon 

Historic Preservation Office, 725 Summer St. NE, Suite C, Salem 

OR 97301, 503-986-0690. PENNSYLVANIA,  Pennsylvania 

Historical and Museum Commission, Bureau for Historic 

Preservation, Commonwealth Keystone Building, 400 North 

Street, 2nd floor, Harrisburg, PA 17120-0202, 717-783-8946. 

COMMONWEALTH OF PUERTO RICO, State Historic 

Preservation Office, PO Box 9023935, San Juan, PR 00902-3935, 

787-721-3737. RHODE ISLAND, Rhode Island Historical 

Preservation and Heritage Commission, Old State House, 150 

Benefit Street, Providence, RI 02903, 401-277-2678. SOUTH 

CAROLINA, Department of Archives and History, 8301 

Parklane Road, Columbia, SC 29223-4905, 803-896-6196. 

SOUTH DAKOTA, South Dakota State Historical Society, 

900 Governors Drive, Pierre, SD 57501-2217, 605-773-3458. 

TENNESSEE, Tennessee Historical Commission, 2941 

Lebanon Road, Nashville, TN 37243-0442, 615-532-1550. 

TEXAS, Texas Historical Commission, PO Box 12276, Austin, 

TX 78711-2276, 512-463-6100. UTAH, Utah State Historical 

Society, 300 S. Rio Grande, Salt Lake City, UT 84101-1106, 

801-533-3500. VERMONT, Vermont Division for Historic 

Preservation, National Life Building, Drawer 20, Montpelier, 

VT 05620-0501, 802-828-3047. VIRGIN ISLANDS, Virgin 

Islands State Historic Preservation Office, Dronningens Gade 

71&72A, Kongens Quarter, Charlott Amalie, St. Thomas, VI  

00802, 340-776-8605. VIRGINIA, Department of Historic 

Resources, 2801 Kensington Avenue, Richmond, VA 23221, 

804-367-2323. WASHINGTON, Department of Archaeology 

and Historic Preservation, PO Box 48343, Olympia, Washington 

98504-8343, 360-586-3065. WEST VIRGINIA, Division of 

Culture and History, 1900 Kanawha Boulevard East, Capitol 

Complex, Charleston, WV 25305-0300, 304-558-0220. 

WISCONSIN, Division of Historic Preservation - Public 

History, Wisconsin Historical Society, 816 State Street, 

Madison, WI 53706, 608-264-6491. WYOMING, State Historic 

Preservation Office, Division of Cultural Resources, Wyoming 

State Parks and Cultural Resources, Barrett Building, 3rd Floor, 

2301 Central Avenue, Cheyenne, WY 82002, 307-777-7697.
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Historic Preservation
Certifi cation Application
Preservation Tax Incentives
Historic buildings are tangible links with the past. They help give a community a sense of 
identity, stability and orientation. The Federal government encourages the preservation of 
historic buildings through various means. One of these is the program of Federal tax incentives 
to support the rehabilitation of historic buildings.

The National Park Service administers the Federal Historic Preservation Tax Incentives program 
with the Internal Revenue Service in partnership with State Historic Preservation Offi ces. The tax 
incentives promote the rehabilitation of income-producing historic structures of every period, size, 
style and type. Through this program, underutilized or vacant schools, warehouses, factories, 
retail stores, apartments, hotels, houses, offi ces and other buildings throughout the country have 
been returned to useful life in a manner that maintains their historic character.

National Park Service
U.S. Department of the Interior

Use this three-part application to apply for certifi cations 
required for Federal historic preservation tax 
incentives. 

Department of the Interior regulations (36 CFR Part 67) 
take precedence in the event of any inconsistency with this 
application. Approval of applications for Federal historic 
preservation tax incentives is conveyed only in writing by 
duly authorized offi cials of the National Park Service (NPS) 
acting on behalf of the Secretary of the Interior. Approval of 
a project by other Federal, State, and local agencies and 
organizations does not ensure approval by the Secretary 
of the Interior for Federal tax purposes.

Applicants are strongly encouraged to contact their State 
Historic Preservation Offi ce (SHPO) early in the project 
planning process, to submit applications describing 
proposed work, and to receive approval from the NPS 
before beginning rehabilitation work. Owners who 
undertake rehabilitation projects without prior approval 
from the National Park Service do so at their own risk. 
In the event of any discrepancy between the application 
form and supplementary materials submitted with it (such 
as architectural plans, drawings, and specifi cations), the 
application form takes precedence. Photographs and other 
materials sent with the application become the property of 
NPS and may be reproduced by it without permission.

Department of the Treasury, Internal Revenue Service 
(IRS) regulations govern all fi nancial and other tax 
matters relating to the rehabilitation tax credits (Treasury 
Regulation Section 1.48-12) and the tax deduction 

At A Glance:

Page 2...The Application Process

Page 2...Instructions for Completing Part 1—
Evaluation of Signifi cance

Page 5...Instructions for Completing Part 2— 
Description of Rehabilitation

Page 7...Instructions for Completing Part 3— 
Request for Certifi cation of Completed Work

Page 9...Historic Preservation Certifi cation Application 
Form Parts 1-3

For additional information visit our website at: 
www. nps.gov/history/ and then link to “tax incentives”

for easement donations (Treasury Regulation Section 
1.170A-14). Approval of historic preservation certifi cation 
applications by NPS does not mean that applications meet 
these IRS requirements.

Federal Tax Incentives for Historic 
Preservation

 ● 20% income tax credit for the “certifi ed rehabilitation” 
of a “certifi ed historic structure.”
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 ● A “certifi ed historic structure” is a building that is 
listed individually in the National Register of Historic 
Places; or located in a “registered historic district” 
and certifi ed by the Secretary of the Interior as 
contributing to the historic signifi cance of the district. 
A “registered historic district” is a district listed in the 
National Register or a state or local district certifi ed 
by the Secretary of the Interior.

 ● A “certifi ed rehabilitation” is a rehabilitation of a 
certifi ed historic structure that the Secretary of the 
Interior has certifi ed to the Secretary of the Treasury 
as being consistent with the historic character of the 
structure and, where applicable, with the district in 
which the structure is located.

 ● 10% income tax credit for rehabilitation for non- 
residential use of non-historic buildings built before 
1936.

 ● Income and estate tax deductions for an easement 
donation on a “certifi ed historic structure.”

Only depreciable properties can qualify for the tax 
credits. For the tax deductions for easement donations, 
the property need not be depreciable.

Before Applying
 ● Consult an accountant, tax attorney, other tax 

advisor, or the IRS to determine whether these 
incentives apply to your own tax and fi nancial 
situation.

 ● Make sure the project meets the “substantial 
rehabilitation” test and other IRS requirements.

 ● Contact your State Historic Preservation Offi ce 
(SHPO) for information and technical assistance.

 ● Visit the program website. It includes program 
regulations, frequently asked questions, Standards 
and Guidelines, sample applications, and much 
more.

Application Process
How to Apply
Send two copies of the application and accompanying 
materials to the SHPO.

When to Apply
 ● Apply at any time during the year.

 ● Apply before starting rehabilitation work whenever 
possible.

 ● The application parts may be sent separately or 
together, but if they are sent separately, Part 1 must 
precede Part 2.

Review Process
The SHPO reviews the application and forwards it to 
NPS with a recommendation. State recommendations 
are generally followed, but by law all certifi cation 
decisions are made by NPS on behalf of the Secretary 
of the Interior. The NPS decision may differ from the 
recommendation of the SHPO. NPS notifi es the applicant 
of the decision, and provides a copy of all decisions to 
the IRS and the SHPO.

Review Times
 ● The review time for a complete application is 

generally 30 days at the SHPO and 30 days at the 
NPS.

Part 1—Evaluation of Signifi cance
Use Part 1 to request certifi cation that a building:

 ● contributes to the signifi cance of a registered historic 
district and is thus a “certifi ed historic structure” for 
purposes of the 20% rehabilitation tax credit or for 
easement donation purposes;

 ● does not contribute to the signifi cance of a historic 
district, for purposes of the 10% rehabilitation tax 
credit for non-historic buildings;

The Secretary of the Interior’s Standards 
for Evaluating Signifi cance within 
Registered Historic Districts

1. A building contributing to the historic signifi cance 
of a district is one which by location, design, 
setting, materials, workmanship, feeling and 
association adds to the district’s sense of time 
and place and historical development.

2. A building not contributing to the historic 
signifi cance of a district is one which does 
not add to the district’s sense of time and 
place and historical development; or one 
where the location, design, setting, materials, 
workmanship, feeling and association have 
been so altered or have so deteriorated that 
the overall integrity of the property has been 
irretrievably lost.

3. Ordinarily buildings that have been built within 
the past 50 years shall not be considered to 
contribute to the signifi cance of a district unless 
a strong justifi cation concerning their historical 
or architectural merit is given or the historical 
attributes of the district are considered to be less 
than 50 years old.
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Use Part 1 to request a preliminary determination:
 ● whether an individual building not yet listed in the 

National Register of Historic Places might meet the 
National Register Criteria for Evaluation;

 ● whether a building in a potential historic district 
contributes to the signifi cance of the district;

 ● whether a building outside the period or area 
of signifi cance of a registered historic district 
contributes to the signifi cance of the district.

Part 1 is not needed if the property is a single building 
listed in the National Register of Historic Places, since 
the property is already a “certifi ed historic structure.”

However, for all other buildings, IRS regulations 
require an owner to request “certifi ed historic structure” 
designation for the building before the rehabilitation 
project is fi nished. If the building is located in a registered 
historic district or is part of a National Register-listed 
property that has more than one building, the owner must 
submit a Part 1 before the project is fi nished requesting 
that the building be designated a “certifi ed historic 
structure.” If the building is neither within a registered 
historic district nor individually listed in the National 
Register, the owner must submit a Part 1 and begin the 
separate process of requesting the SHPO to nominate 
the building or the district to the National Register.

Evaluating Part 1
Part 1 decisions are generally made on the appearance 
and condition of the property prior to rehabilitation.

For buildings in historic districts, the information 
furnished with Part 1 applications must be suffi cient: 
(1) to document how the building relates to the district, 
and (2) to evaluate the historic character of the building. 
Applicants should consult the National Register historic 
district nomination (on fi le at the SHPO or at the local 
historical commission). Such requests will be reviewed 
for conformance with the Secretary of the Interior’s 
Standards for Evaluating Signifi cance within Registered 
Historic Districts.

Applications for preliminary determinations of individual 
listing will be evaluated using the National Register 
Criteria found in 36 CFR Part 60. For buildings that are 
in potential historic districts or that are outside the period 
or area of signifi cance of a registered historic district, 
applications will be reviewed for conformance with the 
Standards for Evaluating Signifi cance within Registered 
Historic Districts.

Completing Part 1 Form
First page of form. This page must be identical to the 
offi cial form and must bear the owner’s original signature. 
Other sections may be expanded as needed or continued 
on blank paper.

Description of Physical Appearance. Describe the 
major features of the building on both the exterior and 
the interior. Describe the building in its present condition 
(before rehabilitation), not as it was when fi rst built nor 
as it will be after rehabilitation. Note the architectural 
style, exterior construction materials (wood, brick, etc.), 
type of roof (fl at, gable, hipped, etc.), number of stories, 
basic plan (rectangular, irregular, L-shaped, etc.), and 
distinguishing features (placement and type of windows, 
chimneys, porches, decorative interior features or 
spaces). Describe changes since its construction—for 
example, additions, porch enclosures, new storefronts, 
relocation of doors—and interior alterations. Describe 
other buildings on the property such as carriage houses, 
barns, and sheds. (See “Special Considerations: Multiple 
Buildings”.) Discuss how the building relates to others 
in the district or neighborhood in terms of siting, scale, 
material, construction, and date. Provide the construction 
date and date(s) of alterations. Give the source of the 
date. Check the appropriate box if the building has been 
moved.

EXAMPLE - Building within a registered historic district: 
This three-story, fl at-roofed, unpainted brick building, 
rectangular in shape, was constructed in 1850. It features 
regularly-spaced arched windows on the second and 
third fl oors (6 openings on the east elevation have been 
fi lled in over the years, exact date unknown), 2-over-2 
double-hung sash, and a prominent bracketed cornice. 
The fi rst fl oor of the facade has been altered: the 
existing storefront dates from ca. 1980. On the interior, 
the fi rst fl oor is divided into two principal spaces—a 
large commercial space in front and a smaller offi ce 
behind. The front room was greatly altered in the 1980’s 
and contains no surviving historic fabric except for a 
simple wooden staircase running along the party wall. 
A pressed metal ceiling is the most prominent feature in 
the rear offi ce; baseboards, doors, and window and door 
surrounds also survive in this room. The upper fl oors 
have two rooms each, identical in confi guration to the 
fi rst fl oor; these rooms retain their original appearance, 
although they contain no architectural detailing of any 
kind (see photographs).

Statement of signifi cance. Summarize how the 
building contributes to the signifi cance of the district. 
This summary should relate to the signifi cance of the 
district (including the district’s period of signifi cance) as 
identifi ed in the National Register nomination or district 
documentation. It should also relate to the Secretary of 
the Interior’s Standards for Evaluating Signifi cance within 
Registered Historic Districts. Is it similar to other buildings 
in the district in scale, materials, style, and period of 
construction? Note important fi gures associated with the 
building, any former uses, and the name of the architect 
or builder, if known.

EXAMPLE - Building within a registered historic district: 
The district is an intact grouping of architecturally 
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signifi cant commercial and industrial buildings 
constructed between 1850 and 1915 that display a 
variety of styles and types of architectural ornamentation 
popular during this era. The district is also signifi cant as 
an early manufacturing and distribution center, which 
led to the city’s growth as one of the largest cities in the 
state. Industrial growth in the late 19th and early 20th 
centuries required the construction of larger buildings and 
several still exist within the boundaries of the district (see 
photographs). This modest three-story building is typical 
in appearance and history of the majority of the buildings 
in the district. It was originally built for manufacturing 
buttons, but was converted into a store with offi ces above 
during the 1880’s when wholesaling grew as an important 
new activity in the district. The building is similar to its 
neighbors in size, scale, materials, and style.

Send with the Part 1 Form
Photographs and photo key. Send photographs of the 
property as it appears before rehabilitation. Include the 
building’s site and environment, all of the building’s sides, 
all major interior spaces and features, and representative 
secondary spaces and features. Photographs must be 
numbered, dated, and labeled with the property name, 
the view and a brief description of what is shown. Include 
a photo key plan—that is, a fl oor plan and, if applicable, 
a site plan showing numbered photographs and arrows 
showing the view.

Map. Send a map of the historic district, with the building 
location highlighted. If the application describes a 
property with more than one building, the map must show 
each structure.

Special Considerations – Part 1
Certain situations may require applicants to do additional 
research or provide additional information. More 
information is available on the website on each of these, 
and applicants should consult this additional guidance on 
these topics.

Certifi cations of non-signifi cance.  A certifi cation 
of non-signifi cance is a determination that a building 
does not contribute to the signifi cance of a district. This 
certifi cation is needed when a building is located in a 
historic district and the owner wishes to claim the 10% 
tax credit for rehabilitation of non-historic buildings. The 
application must demonstrate that the building lacks or 
has lost the characteristics that contributing buildings in 
the district possess. The application must show how the 
building compares to others in the neighborhood and 
the district. The documentation must address changes 
since the building’s construction. Good photographs are 
essential; historic photographs should also be provided 
if possible. When certifi cation of non-signifi cance is 
requested for deteriorated or damaged buildings, it may 
be necessary to submit a structural engineer’s report and 
additional information to document the deterioration or 
structural damage.

Moved buildings. Moving a building into or within a 
historic district can jeopardize its ability to contribute to 
the signifi cance of the district. For a building that has 
been moved or will be moved, the Part 1 must document: 
1) the effect of the move on the building’s appearance 
(any proposed demolition, proposed changes in 
foundations, etc.); 2) the setting and environment of the 
proposed site; 3) the effect of the move on the historic 
and visual character of the district; 4) the method for 
moving the building. The application must also include 
photographs of the previous and proposed environments, 
including sites, adjacent buildings, and streetscapes. For 
buildings individually listed in the National Register, the 
procedures in 36 CFR Part 60 must be followed before 
the move, or the buildings will be removed from the 
National Register, will not be considered certifi ed historic 
structures, and will have to be renominated for listing.

Properties less than 50 years old. Properties less than 
50 years old are generally considered not to contribute to 
the signifi cance of a district and are ordinarily excluded 
from individual listing in the National Register. Standard 3 
of the Secretary of the Interior’s Standards for Evaluating 
Signifi cance within Registered Historic Districts requires 
that to be certifi ed as contributing to the district, such 
properties must have exceptional historic or architectural 
merit or the district must encompass signifi cant qualities 
and characteristics that are less than 50 years old. 
Documentation for these properties must explain how the 
property meets the requirements. (For information on the 
individual listing of properties less than 50 years old, refer 
to National Register Bulletin No. 22, How to Evaluate and 
Nominate Potential National Register Properties That 
Have Achieved Signifi cance within the Last 50 Years.)

Multiple buildings. Some historic properties have more 
than one building. In these cases, Part 1 must describe 
all the buildings on the property, even those that will 
not undergo rehabilitation. This requirement applies to 
properties listed individually in the National Register and 
to properties in historic districts. The Part 1 must describe 
each building and its signifi cance, and state whether 
it is a candidate for certifi cation of signifi cance or non-
signifi cance. The application must contain photographs 
of each building and a sketch map or site plan of the 
entire property. If the buildings were functionally related 
historically, the decisions regarding the certifi cation of 
the rehabilitation will be based on the rehabilitation of the 
entire property, and not on each individual component.

Preliminary Determinations. Applications for preliminary 
determinations must contain substantially the same level 
of documentation as National Register nominations, as 
specifi ed in 36 CFR Part 60 and NPS instructions for 
completing National Register nominations. An application 
for a preliminary determination for individual listing must 
show how the building meets the National Register 
Criteria for Evaluation. An application for a building in a 
potential historic district must describe the district and 
document how the district meets the criteria and how the 
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building contributes to the signifi cance of that district. An 
application for a preliminary determination for a building 
in a registered historic district that is outside the period 
or area of signifi cance of the district must justify the 
expanded signifi cance of the district and how the building 
contributes to the signifi cance of the district. Preliminary 
determinations are not binding upon the NPS, and 
become fi nal only when the building or district is listed in 
the National Register, or for buildings outside the period 
or area of signifi cance of a registered historic district, 
when the district documentation is formally amended.

Part 2—Description of Rehabilitation
Part 2 describes rehabilitation work to be undertaken 
on the building, and must be completed by all 
applicants seeking the Federal income tax credit for the 
rehabilitation of historic buildings. Applicants are strongly 
encouraged to submit applications describing proposed 
work and to receive approval from the NPS prior to 
the start of work. Owners who undertake rehabilitation 
projects without prior approval from the National Park 
Service do so at their own risk.

Evaluating Part 2
Proposed work will be evaluated using the Secretary of 
the Interior’s Standards for Rehabilitation. Conformance 
with the Standards will be made on the basis of 
the application documentation and other available 
information by evaluating the property as it existed prior 
to the start of the rehabilitation work, regardless of when 
the property becomes or became a certifi ed historic 
structure.

The Standards apply to both interior and exterior 
work, and the NPS reviews the entire rehabilitation 
project, including any attached, adjacent or related new 
construction. Certifi cation is based on whether the overall 
project meets the Standards.

The Secretary’s Standards for Rehabilitation take 
precedence over other regulations and codes in 
determining whether the rehabilitation project is 
consistent with the historic character of the property and, 
where applicable, the district in which it is located.

Completing the Part 2 Form
First page of form. This page must be identical to the 
offi cial form and must bear the owner’s original signature. 
Other sections may be expanded as needed or continued 
on blank paper.

Detailed Description of Rehabilitation Work. Describe 
all work that will be undertaken on the property, not 
simply work for which the tax credit will be sought. 
Describe each feature and the work that will be done 
on it. Begin with site work, followed by the exterior, 
including new construction, and then the interior. Give the 
photograph or drawing numbers that show the feature, 
and the marked photographs or drawing numbers 

showing the proposed work, or the specifi cation page 
numbers describing the work. For phased projects: In 
the Part 2, outline the work to be done in each phase; 
fully describe all work in those phases for which detailed 
information is available. Submit Amendments providing 
full details for work in later phases as they become 
available.

Send with the Part 2 Form
Photographs and photo key. Send photographs 
showing the interior and the exterior before rehabilitation. 
Include the building’s site and environment, all of the 
building’s sides, all major interior spaces and features, 
and representative secondary spaces and features, 
including areas where no work is proposed. Photographs 
should be numbered, dated, and labeled with the 
property name, the view and a brief description of what 
is shown. Include a photo key plan—that is, a fl oor 
plan and, if applicable, a site plan showing numbered 
photographs and arrows showing the view.

Architectural drawings or sketches. Send drawings 
showing the existing conditions and the proposed 
rehabilitation work and any new additions or new 
construction. Include fl oor plans and, where necessary, 
sections and elevations. Drawings must be of suffi cient 
size that all dimensions and notes are clearly legible. For 
small projects, sketches may suffi ce. Drawings must be 
numbered and keyed to the application narrative.

Special Rehabilitation Concerns
Several treatments can be especially problematic. 
The Guidelines for Rehabilitating Historic Buildings 
accompanying the Secretary of the Interior’s Standards 
for Rehabilitation provide further guidance on these and 
other treatments. Owners should take care to address 
these concerns when undertaking work in any of these 
areas.

Storefront alterations. Justify changes to storefronts 
and provide photographs of the areas to be altered. 
Document the date of construction of the existing 
storefront and its condition. If a historical treatment is 
planned, provide the evidence on which the proposed 
new storefront designs are based. Owners are strongly 
discouraged from introducing a storefront or new design 
element that alters the character of the structure and its 
relationship with the street or that causes destruction of 
signifi cant historic material.

New heating, ventilating, and air-conditioning (HVAC) 
systems. Indicate what effect the new equipment 
and ductwork will have on the historic building. New 
systems should not run across windows or introduce 
an “unfi nished” character to fi nished interior spaces. 
Installation of systems that cause damage to the historic 
building material or visual loss of character may result in 
denial of certifi cation.

New windows. If replacement is proposed, indicate the 
condition of existing windows (sash, glazing, muntins, 
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etc.) and the reasons for replacement. Photographs 
and window surveys must be provided as evidence of 
severe deterioration; provide data on the cost of repairing 
existing windows versus installing replacements. 
Owners are strongly encouraged to retain and repair 
historic windows. Tinted glass often causes a change in 
character and may result in denial of certifi cation. Where 
replacement of existing windows appears justifi ed by 
supporting documentation and where the windows are 
an integral part of the building’s design and character, 
replacement sash should match the original in size, pane 
confi guration, color, trim details, and planar and refl ective 
qualities, and, in most cases, materials. Scaled drawings 
comparing the existing windows with the replacement 
windows should be provided.

Interior partitions, trim, and fi nishes. Document 
existing condition of the interior. Indicate both historic and 
non-historic walls. Show walls to be removed or altered. 
Note whether trim and wall and ceiling fi nishes will be 
affected. Owners are strongly discouraged from changing 
historic fl oor plans unnecessarily and from exposing 
masonry surfaces unless this condition is supported by 
historical evidence.

Exterior masonry cleaning. Owners are strongly 
encouraged to clean masonry only when necessary 
to halt deterioration or to remove graffi ti and stains. 
Indicate the condition of each material to be cleaned. 
Specify what the cleaning is intended to accomplish 

(soot removal, paint removal, etc.) and what process is 
to be used. When chemical systems are to be employed, 
specify the product to be used, and provide specifi cations 
for the product application. For instance, information for 
cleaning involving chemical processes should include 
products to be used and water pressure in pounds per 
square inch (psi). Provide material to show that method 
selected will not harm the masonry. Summarize results of 
test patches, and include close-up color photographs of 
masonry surfaces before and after cleaning as evidence.

Exterior masonry repair. Indicate deteriorated 
areas and describe repair method proposed. Provide 
evidence that repointing mortar will match the historic 
in composition (i.e., ratio of lime, cement, sand and 
any additives), color, texture, and tooling. Owners are 
encouraged to repoint only those portions of the masonry 
that require repair.

New additions and new construction. New additions 
may substantially alter the appearance and form of 
historic structures, and may cause denial of certifi cation. 
Similarly, new construction, including site work, may 
affect the relationship of a structure to its site, change 
the historic landscape, or otherwise damage the 
historic character of the property. Owners are strongly 
encouraged to obtain NPS approval before undertaking 
projects involving new additions or new construction.

Number 1 Feature ______________________________ Date of Feature ________________________________________________Facade brick ca. 1880

Describe existing feature and its condition

Hand pressed red brick with butter joints in good condition. Mortar mostly sound, but deteriorated and missing around 
downspout at east end of facade. Some graffi ti at fi rst fl oor.

Photo numbers   Drawing numbers  3, 6

Describe work and impact on feature

Will selectively hand clean deteriorated joints and repoint with mortar and joint with to match existing (see spec. pp. 33-35); 
chemically clean graffi ti from fi rst fl oor piers (see spec. pp. 31-33)

Number 2 Feature ______________________________ Date of Feature ________________________________________________Main staircase ca. 1880

Describe existing feature and its condition

Original stair exists between 1st and 3rd fl oors. Some balusters missing and treads worn. Later stair from 3rd to 8th fl oors.

Photo numbers   Drawing numbers  9, 10

Describe work and impact on feature

Replace missing balusters with matching pieces. Sand and varnish banisters and balusters. Replace treads as needed. Sand 
and paint stairs. Retain later stair as is.

A-12

EXAMPLES
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Amendments
Use an Amendment Sheet to amend an application 
submitted previously (Part 1, 2, or 3), or to request an 
advisory determination as to whether a completed phase 
of a phased rehabilitation project meets the Secretary of 
the Interior’s Standards for Rehabilitation.

Completing the Amendment Form
First page of form. Page 1 of the form must be identical 
to the offi cial form and must bear the owner’s original 
signature.

To amend a previously submitted application: In the 
space provided, briefl y describe—or list—changes to the 
original application. Describe in detail in attachments if 
necessary.

To request a determination on a completed phase of a 
phased project: In the space provided, list work items 
completed in the phase, and give the phase completion 
date. Continue in attachments if necessary.

Note: IRS rules require phasing plans to be set forth 
before a project begins. See the IRS regulations for 
information on meeting this requirement.

Part 3—Request for Certifi cation of 
Completed Work
Use the Part 3 form to request approval of an entire 
completed rehabilitation work. For a completed phase 
of a project, use an Amendment Sheet. The completed 
project may be inspected by an authorized representative 
of the Secretary of the Interior to determine if the work 
meets the Standards for Rehabilitation. 

Completing Part 3
First page of form. Page 1 of the form must be identical 
to the offi cial form and must bear the owner’s original 
signature.

On page 2, list all additional owners with their addresses 
and Social Security or Taxpayer ID Numbers; continue on 
additional sheets as necessary.

Send with the Part 3 Form
Send photographs taken after completion of the 
rehabilitation work showing the same views as in the 
Part 2. Photographs should be numbered, dated, and 
labeled. Include a photo key plan featuring numbered 
photographs and arrows showing the view.

Review Fees
NPS charges a fee for reviewing Part 2 and Part 3 
applications according to the fee schedule published 
on the program website. Do not send payment until 
requested to do so by NPS. Review of Part 2 and Part 
3 applications does not start until payment has been 
received.

The Secretary of the Interior’s Standards 
for Rehabilitation

1. A property shall be used for its historic purpose 
or be placed in a new use that requires minimal 
change to the defi ning characteristics of the build-
ing and its site and environment.

2. The historic character of a property shall be 
retained and preserved. The removal of historic 
materials or alteration of features and spaces that 
characterize a property shall be avoided.

3. Each property shall be recognized as a physical 
record of its time, place, and use. Changes that 
create a false sense of historical development, 
such as adding conjectural features or architectural 
elements from other buildings, shall not be under-
taken.

4. Most properties change over time; those changes 
that have acquired historic signifi cance in their own 
right shall be retained and preserved.

5. Distinctive features, fi nishes, and construction 
techniques or examples of craftsmanship that 
characterize a historic property shall be preserved.

6. Deteriorated historic features shall be repaired 
rather than replaced. Where the severity of deterio-
ration requires replacement of a distinctive feature, 
the new feature shall match the old in design, 
color, texture, and other visual qualities and, where 
possible, materials. Replacement of missing 
features shall be substantiated by documentary, 
physical, or pictorial evidence.

7. Chemical or physical treatments, such as sand-
blasting, that cause damage to historic materials 
shall not be used. The surface cleaning of struc-
tures, if appropriate, shall be undertaken using the 
gentlest means possible.

8. Signifi cant archeological resources affected by a 
project shall be protected and preserved. If such 
resources must be disturbed, mitigation measures 
shall be undertaken.

9. New additions, exterior alterations, or related new 
construction shall not destroy historic materials 
that characterize the property. The new work shall 
be differentiated from the old and shall be com-
patible with the massing, size, scale, and archi-
tectural features to protect the historic integrity of 
the property and its environment.

10. New additions and adjacent or related new con-
struction shall be undertaken in such a manner 
that if removed in the future, the essential form 
and integrity of the historic property and its envi-
ronment would be unimpaired.
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For More Information
See the program website: www.nps.gov/history/ and 
link to “incentives” for more information on the historic 
preservation tax incentives, including:

 ● Program regulations (National Park Service/ 
Department of the Interior regulations 36 CFR Part 
67; Internal Revenue Service/ Department of the 
Treasury regulations 26 CFR Parts 1 and 602).

 ● The Secretary of the Interior’s Standards for 
Rehabilitation and accompanying Guidelines.

 ● Advice and technical information on a variety of 
rehabilitation issues.

 ● The IRS Connection, including IRS requirements and 
frequently asked questions about the fi nancial side of 
the tax incentives.

 ● An on-line database for application status checks. 

For printed copies of many of these materials, contact 
the SHPO or the NPS.

Contact your SHPO for information regarding state 
incentives for historic preservation.

Contact Us
National Park Service
e-mail: NPS_TPS@nps.gov 
tel: 202-513-7270

State Historic Preservation Offi ces (SHPO)
www.ncshpo.org

Privacy Act and Paperwork Reduction Act Notice

The information requested in this application is being 
collected through the State Historic Preservation Offi ces 
to enable the Secretary of the Interior to evaluate the 
historic signifi cance of structures located in historic 
districts, and to evaluate the rehabilitation of such 
structures. The primary use of this information by the 
Secretary of the Interior will be to certify to the Secretary 
of the Treasury that the applicant is eligible for Federal 
tax incentives, or that the applicant is not eligible for 
such incentives. Response to this request is required to 
obtain a benefi t. This application is used by the Internal 
Revenue Service to confi rm that applicants for the tax 
incentives have obtained the certifi cations concerning 
historic structures and rehabilitations that are required 
by law. Collection of owners’ Social Security Numbers 
or Taxpayers Identifi cation Numbers is authorized by 
Internal Revenue Code section 61.

Public reporting burden for this form—including the time 
for reviewing instructions, gathering and maintaining 
data, and completing and reviewing the form—is 
estimated to average 9 hours per response for 10-168; 
39.8 hours per response for 10-168(a), 4.8 hours per 
response for 10-168(b), and 8.5 hours per response for 
10-168(c). Comments regarding this burden estimate 
or any aspect of this form may be made to the Chief, 
Heritage Preservation Services, National Park Service, 
1848 C St., NW, Washington, D.C. 20240. A Federal 
agency may not conduct or sponsor, and a person is not 
required to respond to a collection of information unless 
it displays a currently valid OMB control number. OMB 
has approved this application and has assigned it control 
number 1024-0009.



HISTORIC PRESERVATION CERTIFICATION APPLICATION
PART 1 – EVALUATION OF SIGNIFICANCE

OMB Approved
No. 1024-0009

Form 10-168
Rev. 2011

NPS Project Number

Instructions: This page of the form must appear exactly as below and must bear the owner’s original signature. Other sections may be expanded as needed or 
continued on blank pages. The National Park Service certification decision is based on the descriptions in this application form. In the event of any discrepancy 
between the application form and other, supplementary material submitted with it (such as architectural plans, drawings and specifications), the application form takes 
precedence. A copy of this form will be provided to the Internal Revenue Service.

1. Property Name  

 Street  

 City   County   State   Zip  

 Name of Historic District  

  National Register district   certified state or local district  potential district

2.  Nature of request (check only one box)

  certification that the building contributes to the significance of the above-named historic district or National Register property for rehabiltation purposes.

  certification that the building contributes to the significance of the above-named historic district for a charitable contribution for conservation purposes.

  certification that the building does not contribute to the significance of the above-named district.

  preliminary determination for individual listing in the National Register.

  preliminary determination that a building located within a potential historic district contributes to the significance of the district.

  preliminary determination that a building outside the period or area of significance contributes to the significance of  the district.

3. Project contact (if different from Owner)

 Name  

 Street   City  

 State   Zip   Telephone  

4. Owner

I hereby attest that the information I have provided is, to the best of my knowledge, correct and that I own the property described above. I understand that falsification of factual 
representations in this application is subject to criminal sanctions of up to $10,000 in fines or imprisonment for up to five years pursuant to 18 USC 1001.

 Name   Signature   Date  

 Organization   Social Security OR Taxpayer ID Number  

 Street   City  

 State   Zip   Telephone  

NPS Official Use Only

The National Park Service has reviewed the Historic Certification Application – Part 1 for the above-named property and has determined that the property:

 contributes to the significance of the above-named district (or National Register property) and is a “certified historic structure” for rehabilitation purposes.

 contributes to the significance of the above-named district and is a “certified historic structure” for a charitable contribution for conservation purposes.

 does not contribute to the significance of the above-named district.

Preliminary Determinations:

 appears to meet the National Register Criteria for Evaluation and will likely be listed in the National Register of Historic Places if nominated by the State   
 Historic Preservation Officer according to the procedures set forth in 36 CFR Part 60.

 does not appear to meet the National Register Criteria for Evaluation and will likely not be listed in the National Register.

 appears to contribute to the significance of a potential historic district, which will likely be listed in the National Register of Historic Places if nominated by   
 the State Historic Preservation Officer.

 appears to contribute to the significance of a registered historic district but is outside the period or area of significance as documented in the National   
 Register nomination or district documentation on file with the NPS.

 does not appear to qualify as a certified historic structure. 

______________________________   ____________________________________________________________________________________________

Date National Park Service Authorized Signature

 See Attachments

UNITED STATES DEPARTMENT OF THE INTERIOR
NATIONAL PARK SERVICE



HISTORIC PRESERVATION CERTIFICATION APPLICATION
PART 1 – EVALUATION OF SIGNIFICANCE

Property name   NPS Project Number  

Property address  

5. Description of physical appearance

Date of construction   Source of date  

Date(s) of alteration(s)   Source of date  

Has building been moved?  no  yes, specify date  

6. Statement of significance

7. Photographs and maps.     Send photographs and map with application.



HISTORIC PRESERVATION CERTIFICATION APPLICATION
PART 2 – DESCRIPTION OF REHABILITATION

NPS Project Number

Instructions: This page of the form must appear exactly as below and must bear the owner’s original signature. Other sections may be expanded as needed or 
continued on blank pages. The National Park Service certification decision is based on the descriptions in this application form. In the event of any discrepancy 
between the application form and other, supplementary material submitted with it (such as architectural plans, drawings and specifications), the application form takes 
precedence. A copy of this form will be provided to the Internal Revenue Service.

1. Property Name  

 Street  

 City   County   State   Zip  

 Name of Historic District  

  Listed individually in the National Register of Historic Places; date of listing  

	  Located in a Registered Historic District; name of district  

  Part 1 – Evaluation of Significance submitted? Date submitted   Date of certification  

2.  Data on building and rehabilitation project

 Date of construction   Cost of rehabilitation (estimated)  

 Type of construction    Floor area before / after rehabilitation   /   

 Start date (estimated)   Use(s) before / after rehabilitation   /   

 Completion date (estimated)   Number of housing units before / after rehabilitation   /  

 This application covers phase number ______ of ______phases  Number of low-moderate income housing units before / after rehabilitation   /  

3. Project Contact (if different from Owner)

 Name  

 Street   City  

 State   Zip   Telephone  

4. Owner

I hereby attest that the information I have provided is, to the best of my knowledge, correct and that I own the property described above. I understand that falsification of 
factual representations in this application is subject to criminal sanctions of up to $10,000 in fines or imprisonment for up to five years pursuant to 18 USC 1001.

 Name   Signature   Date  

 Organization   Social Security OR Taxpayer ID Number  

 Street   City  

 State   Zip   Telephone  

NPS Official Use Only

The National Park Service has reviewed the Historic Certification Application – Part 2 for the above-named property and has determined that:

 the rehabilitation described herein is consistent with the historic character of the property and, where applicable, with the district in which it is located and that  
 the project meets the Secretary of the Interior’s Standards for Rehabilitation. This letter is a preliminary determination only, since a formal certification of  
 rehabilitation can be issued only to the owner of a “certified historic structure” after rehabilitation work is complete.

 the rehabilitation or proposed rehabilitation will meet the Secretary of the Interior’s Standards for Rehabilitation if the attached conditions are met.

 the rehabilitation described herein is not consistent with the historic character of the property or the district in which it is located and that the project does   
 not meet the Secretary of the Interior’s Standards for Rehabilitation.

 

______________________________   _________________________________________________________________________________________________

Date National Park Service Authorized Signature

 See Attachments

OMB Approved
No. 1024-0009

Form 10-168
Rev. 2011

UNITED STATES DEPARTMENT OF THE INTERIOR
NATIONAL PARK SERVICE



HISTORIC PRESERVATION CERTIFICATION APPLICATION
PART 2 – DESCRIPTION OF REHABILIATION

Property name   NPS Project Number  

Property address  

5. Detailed description of rehabilitation work Reproduce this page as needed to describe all work or create a comparable format with this information.  
 Number items consecutively to describe all work, including building exterior and interior, additions, site work, landscaping, and new construction.

Number Feature    Date of Feature  

Describe existing feature and its condition

Photo numbers   Drawing numbers  

Describe work and impact on feature

Number Feature    Date of Feature  

Describe existing feature and its condition

Photo numbers   Drawing numbers  

Describe work and impact on feature



OMB Approved
No. 1024-0009

Form 10-168
Rev. 2011

HISTORIC PRESERVATION CERTIFICATION APPLICATION
AMENDMENT SHEET

Property name   NPS Project Number  

Property address  

Instructions: This page of the form must appear exactly as below and must bear the owner’s original signature.

Amendments: Summarize changes to previously submitted application in the space provided; describe in detail in attachments.

Requests for an advisory determination that a completed phase of a rehabilitation project meets the Secretary of the Interior’s Standards for Rehabilitation: 
List phase number, completion date, and cost, and summarize completed work items. Continue in attachments if necessary.

This sheet  amends Part 1  amends Part 2  amends Part 3

   requests an advisory determination that phase ___________ of ______________ phases of this rehabilitation project meets the   
   Secretary of the Interior’s Standards for Rehabilitation. Phase completion date:   
   Cost of this phase:  

 

	See Attachments

Project Contact (if different from Owner)

Name  

Street   City  

State   Zip   Telephone  

Owner

I hereby attest that the information I have provided is, to the best of my knowledge, correct and that I own the property described above. I understand that falsification of 
factual representations in this application is subject to criminal sanctions of up to $10,000 in fines or imprisonment for up to five years pursuant to 18 USC 1001.

Name   Signature   Date  

Organization   Social Security OR Taxpayer ID Number  

Street   City  

State   Zip   Telephone  

NPS Official Use Only

The National Park Service has reviewed this amendment to the Historic Preservation Certification Application and has determined that the amendment:

 meets the Secretary of the Interior’s Standards for Rehabilitation.

 will meet the Secretary of the Interior’s Standard for Rehabilitation if the attached conditions are met.

 does not meet the Secretary of the Interior’s Standards for Rehabilitation.

Advisory Determinations:

 The National Park Service has determined that the work completed in this phase is consistent with the Secretary of the Interior’s Standards for 
 Rehabilitation. This determination is advisory only. A formal certification of rehabilitation can be issued only after all rehabilitation work and any associated site work  
 or new construction have been completed. This approval could be superseded if it is found that the overall rehabilitation does not meet the Secretary’s Standards.    
 A copy of this form will be provided to the Internal Revenue Service. 

______________________________   ____________________________________________________________________________________________

Date National Park Service Authorized Signature

 See Attachments

UNITED STATES DEPARTMENT OF THE INTERIOR
NATIONAL PARK SERVICE



HISTORIC PRESERVATION CERTIFICATION APPLICATION
AMENDMENT SHEET

Property name   NPS Project Number  

Property address  



HISTORIC PRESERVATION CERTIFICATION APPLICATION
PART 3 – REQUEST FOR CERTIFICATION OF COMPLETED WORK

OMB Approved
No. 1024-0009

Form 10-168
Rev. 2011

NPS Project Number

Instructions: Use this form to request certification upon completion of an entire rehabilitation. This page of the form must appear exactly as below and must bear the owner’s 
original signature. The National Park Service certification decision is based on the descriptions in this application form. In the event of any discrepancy between the application 
form and other, supplementary material submitted with it (such as architectural plans, drawings and specifications), the application form takes precedence.  

UNITED STATES DEPARTMENT OF THE INTERIOR
NATIONAL PARK SERVICE

1. Property Name       NPS Project Number  

 Street  

 City   County   State   Zip  

 Is property a certified historic structure?   yes  no

 If yes, date of certification by NPS   OR date of listing in the National Register  

2.  Project Data

 Project starting date   Project completed and building placed in service date  

 Estimated costs attributed solely to rehabilitation of the historic structure $  

 Estimated costs attributed to other work associated with the 
 rehabilitation, including additions, site work, parking lots, landscaping $   

3. Project contact (if different from Owner)

 Name  

 Street   City  

 State   Zip   Telephone  

4. Owner List all additional owners on next page; use additional pages as needed.

 I hereby apply for certification of rehabilitation work described above for purposes of the Federal tax incentives. I hereby attest that the information 
 provided is, to the best of my knowledge, correct, and that in my opinion the completed rehabilitation is consistent with the work described in Part 2 of the 
 Historic Preservation Certification Application. I also attest that I own the property described above. I understand that falsification of factual representations in 
 this application is subject to criminal sanctions of up to $10,000 in fines or imprisonment for up to five years pursuant to 18 USC 1001.

 Name   Signature   Date  

 Organization   Social Security OR Taxpayer ID Number  

 Street   City  

 State   Zip   Telephone  

NPS Official Use Only

The National Park Service has reviewed the Historic Preservation Certification Application – Request for Certification of Completed Work (Part 3) for this 
property and has determined that: 

 the completed rehabilitation meets the Secretary of the Interior’s Standards for Rehabilitation and is consistent with the historic character of the property and, where  
 applicable, the district in which it is located. Effective the date indicated below, the rehabilitation of the “certified historic structure” is hereby designated a “certified 
 rehabilitation.” This certification is to be used in conjunction with appropriate Internal Revenue Service regulations. Questions concerning specific tax consequences or 
 interpretations of the Internal Revenue Code should be addressed to the Internal Revenue Service. Completed projects may be inspected by an authorized representative  
 of the Secretary to determine if the work meets the Standards for Rehabilitation. The Secretary reserves the right to make inspections at any time up to five years after 
 completion of the rehabilitation and to revoke certification, if it is determined that the rehabilitation project was not undertaken as presented by the owner in the application 
 form and supporting documentation, or the owner, upon obtaining certification, undertook unapproved further alterations as part of the rehabilitation project inconsistent with  
 the Secretary’s Standards for Rehabilitation.

 the completed rehabilitation meets the Secretary of the Interior’s Standards for Rehabilitation. However, because this property is not yet a “certified historic structure,” the  
 rehabilitation cannot be designated a “certified rehabilitation” eligible for Federal tax credits at this time. It will become a “certified historic structure” on the date it or the historic  
 district in which it is located is listed in the National Register of Historic Places. On that date, the completed rehabilitation will automatically become a “certified rehabilitation.” It  
 is the owner’s responsibility to obtain such listing through the State Historic Preservation Office. Questions concerning specific tax consequences or interpretations of the  
 Internal Revenue Code should be addressed to the Internal Revenue Service. Completed projects may be inspected by an authorized representative of the Secretary to  
 determine if the work meets the Standards for Rehabilitation. The Secretary reserves the right to make inspections at any time up to five years after completion of the  
 rehabilitation and to revoke certification, if it is determined that the rehabilitation project was not undertaken as presented by the owner in the application form and supporting  
 documentation, or the owner, upon obtaining certification, undertook unapproved further alterations as part of the rehabilitation project inconsistent with the Secretary’s  
 Standards for Rehabilitation.

 the rehabilitation is not consistent with the historic character of the property or the district in which it is located and that the project does not meet the Secretary of  
 the Interior’s Standards for Rehabilitation.

A copy of this determination will be provided to the Internal Revenue Service in accordance with Federal law. 

______________________________   ___________________________________________________________________________________________

Date National Park Service Authorized Signature



HISTORIC PRESERVATION CERTIFICATION APPLICATION
PART 3 – REQUEST FOR CERTIFICATION OF COMPLETED WORK

Property name   NPS Project Number  

Property address  

Addtional Owners Continue on additional sheets as needed to list all owners.

Name   Social Security OR Taxpayer ID Number  

Street Address  

City   State   Zip  

Name   Social Security OR Taxpayer ID Number  

Street Address  

City   State   Zip  

Name   Social Security OR Taxpayer ID Number  

Street Address  

City   State   Zip  

Name   Social Security OR Taxpayer ID Number  

Street Address  

City   State   Zip  

Name   Social Security OR Taxpayer ID Number  

Street Address  

City   State   Zip  

Name   Social Security OR Taxpayer ID Number  

Street Address  

City   State   Zip  

Name   Social Security OR Taxpayer ID Number  

Street Address  

City   State   Zip  
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Appendix C:  Internal Revenue Code, Section 47 

Rehabilitation Tax Credit 
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Internal Revenue Code, Section 47
REHABILITATION CREDIT

This Act became law on November 5, 1990 (Public Law 101-508; 26 U.S.C. 47). It is the 
current version of the certified rehabilitation section previously contained in Section 48(g) 
of the Internal Revenue Code of 1986 [26 U.S.C. 48(f)]. The Act has not been amended 
since the re-codification into Section 47. Public Law 95-600 (1978) and six amendments 
contributed to the development of the rehabilitation credit while it was codified in 
26 U.S.C. 48(g). 

Rehabilitation credit Section 47
26 U.S.C. 47(a), 
Amount of credit 

(a) For purposes of section 46, the rehabilitation credit for 
any taxable year is the sum of—

(1) 10 percent of the qualified rehabilitation expendi-
tures with respect to any qualified rehabilitated building 
other than a certified historic structure, and 

(2) 20 percent of the qualified rehabilitation expendi-
tures with respect to any certified historic structure. 

26 U.S.C. 47(b), 
Correct timing for 
claiming credit, in 
general

(b)(1) Qualified rehabilitation expenditures with respect 
to any qualified rehabilitated building shall be taken into 
account for the taxable year in which such qualified reha-
bilitated building is placed in service. 

Progress expenditure-
related recapture, 
coordination with 
subsection (d)

(2) The amount which would (but for this paragraph) 
be taken into account under paragraph (1) with respect to 
any qualified rehabilitated building shall be reduced (but 
not below zero) by any amount of qualified rehabilita-
tion expenditures taken into account under subsection 
(d) by the taxpayer or a predecessor of the taxpayer (or, 
in the case of a sale and leaseback described in section 
50(a)(2)(C), by the lessee), to the extent any amount so 
taken into account has not been required to be recaptured 
under section 50(a). 

26 U.S.C. 47(c), 
Definitions 

(c) For the purposes of this section—

(1)(A) The term “qualified rehabilitated building” 
means any building (and its structural components) if—

(i) such building has been substantially 
rehabilitated, 

(ii) such building was placed in service before the 
beginning of the rehabilitation, 

Qualified rehabilitated 
building, in general 

External wall test for 
non-certified historic 
structure 

(iii) in the case of any building other than a certi-
fied historic structure, in the rehabilitation process—
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(I) 50 percent or more of the existing external 
walls of such building are retained in place as external 
walls, 

(II) 75 percent or more of the existing external 
walls of such building are retained in place as internal or 
external walls, and 

(III) 75 percent or more of the existing internal 
structural framework of such building is retained in place, 
and

(iv) depreciation (or amortization in lieu of depre-
ciation) is allowable with respect to such building. 

Requirement for non-
certified historic 
buildings 

(B) In the case of a building other than a certified 
historic structure, a building shall not be a qualified reha-
bilitated building unless the building was first placed in 
service before 1936.

Substantial rehab-
ilitation defined, 
in general

(C)(i) For purposes of subparagraph (A)(i), a building 
shall be treated as having been substantially rehabilitated 
only if the qualified rehabilitation expenditures during the 
24-month period selected by the taxpayer (at the time and 
in the manner prescribed by regulation) and ending with 
or within the taxable year exceed the greater of—

(I) the adjusted basis of such building (and its 
structural components), or 

(II) $5,000. 

The adjusted basis of the building (and its structural 
components) shall be determined as of the beginning of 
the 1st day of such 24-month period, or of the holding 
period of the building, whichever is later. For purposes of 
the preceding sentence, the determination of the begin-
ning of the holding period shall be made without regard to 
any reconstruction by the taxpayer in connection with the 
rehabilitation. 

Special rule for phased 
rehabilitations 

(ii) In the case of any rehabilitation which may 
reasonably be expected to be completed in phases set 
forth in architectural plans and specifications completed 
before the rehabilitation begins, clause (i) shall be applied 
by substituting “60-month period’’ for “24-month 
period.’’

Internal Revenue Code, Section 47
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Provisions for lessees (iii) The Secretary shall prescribe by regulation 
rules for applying this subparagraph to lessees.

Reconstruction (D) Rehabilitation includes reconstruction.

Qualified rehabilitation 
expenditures, in general 

(2)(A) The term “qualified rehabilitation expendi-
ture” means any amount properly chargeable to capital 
account—

(i) for property for which depreciation is allowable 
under section 168 and which is—

(I) nonresidential real property, 

(II) residential rental property, 

(III) real property which has a class life of more 
than 12.5 years, or 

(IV) an addition or improvement to property 
described in subclause (I), (II), or (III), and 

(ii) in connection with the rehabilitation of a qual-
ified rehabilitated building. 

Certain expenditures 
not included

(B) The term “qualified rehabilitation expendi-
ture’’ does not include—

Straight-line 
depreciation 

(i) Any expenditure with respect to which the 
taxpayer does not use the straight line method over a 
recovery period determined under subsection (c) or (g) 
of section 168. The preceding sentence shall not apply to 
any expenditure to the extent the alternative depreciation 
system of section 168(g) applies to such expenditure by 
reason of subparagraph (B) or (C) of section 168(g)(1). 

Cost of acquisition, 
enlargements

(ii) The cost of acquiring any building or interest 
therein. 

(iii) Any expenditure attributable to the enlarge-
ment of an existing building. 

Certified historic struc-
ture eligible only for his-
toric tax credit 

(iv) Any expenditure attributable to the rehabilita-
tion of a certified historic structure or a building in a reg-
istered historic district, unless the rehabilitation is a certi-
fied rehabilitation (within the meaning of subparagraph 
(C)). The preceding sentence shall not apply to a building 
in a registered historic district if—

(I) such building was not a certified historic 
structure, 

Internal Revenue Code, Section 47
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(II) the Secretary of the Interior certified to the 
Secretary that such building is not of historic significance 
to the district, and 

(III) if the certification referred to in subclause 
(II) occurs after the beginning of the rehabilitation of such 
building, the taxpayer certifies to the Secretary that, at the 
beginning of such rehabilitation, he in good faith was not 
aware of the requirements of subclause (II).

Tax-exempt use 
property, in general

(v)(I) Any expenditure in connection with the 
rehabilitation of a building which is allocable to the por-
tion of such property which is (or may reasonably be 
expected to be) tax-exempt use property (within the 
meaning of section 168(h)). 

Clause not to apply for 
purposes of paragraph 
(1)(C)

(II) This clause shall not apply for purposes of 
determining under paragraph (1)(C) whether a building 
has been substantially rehabilitated. 

Lessee provisions (vi) Any expenditure of a lessee of a building if, 
on the date the rehabilitation is completed, the remain-
ing term of the lease (determined without regard to any 
renewal periods) is less than the recovery period deter-
mined under section 168(c).

Certified rehabilitation (C) For purposes of subparagraph (B), the term 
“certified rehabilitation” means any rehabilitation of 
a certified historic structure which the Secretary of the 
Interior has certified to the Secretary as being consistent 
with the historic character of such property or the district 
in which such property is located. 

Non-residential real 
property, residential 
rental property, and class 
life

(D) For purposes of subparagraph (A), the terms 
“nonresidential real property,” “residential rental 
property,” and “class life” have the respective meanings 
given such terms by section 168. 

Certified historic struc-
ture defined, in general

(3)(A) The term “certified historic structure” means 
any building (and its structural components) which—

(i) is listed in the National Register, or 

(ii) is located in a registered historic district and is 
certified by the Secretary of the Interior to the Secretary as 
being of historic significance to the district.

Registered historic 
district 

(B) The term “registered historic district” means—

Internal Revenue Code, Section 47
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(i) any district listed in the National Register, and 

(ii) any district—

(I) which is designated under a statute of the 
appropriate State or local government, if such statute is 
certified by the Secretary of the Interior to the Secretary 
as containing criteria which will substantially achieve the 
purpose of preserving and rehabilitating buildings of his-
toric significance to the district, and 

(II) which is certified by the Secretary of the 
Interior to the Secretary as meeting substantially all of the 
requirements for the listing of districts in the National 
Register. 

26 U.S.C. 47(d), 
Progress expenditures, 
in general 

(d)(1) In the case of any building to which this subsection 
applies, except as provided in paragraph (3)—

(A) if such building is self-rehabilitated property, any 
qualified rehabilitation expenditure with respect to such 
building shall be taken into account for the taxable year 
for which such expenditure is properly chargeable to capi-
tal account with respect to such building, and 

(B) if such building is not self-rehabilitated property, 
any qualified rehabilitation expenditure with respect to 
such building shall be taken into account for the taxable 
year in which paid. 

Property to which 
subsection applies, 
in general

(2)(A) This subsection shall apply to any building which 
is being rehabilitated by or for the taxpayer if— 

(i) the normal rehabilitation period for such 
building is 2 years or more, and 

(ii) it is reasonable to expect that such building 
will be a qualified rehabilitated building in the hands of 
the taxpayer when it is placed in service. 

Clauses (i) and (ii) shall be applied on the basis of 
facts known as of the close of the taxable year of the tax-
payer in which the rehabilitation begins (or, if later, at the 
close of the first taxable year to which an election under 
this subsection applies). 

Internal Revenue Code, Section 47
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Normal rehabilitation 
period

(B) For purposes of subparagraph (A), the term 
“normal rehabilitation period” means the period rea-
sonably expected to be required for the rehabilitation of 
the building—

(i) beginning with the date on which physical work 
on the rehabilitation begins (or, if later, the first day of the 
first taxable year to which an election under this subsec-
tion applies), and 

(ii) ending on the date on which it is expected that 
the property will be available for placing in service. 

Special rules for applying 
paragraph (1)

(3) For purposes of paragraph (1)—

(A) Property which is to be a component part of, or 
is otherwise to be included in, any building to which this 
subsection applies shall be taken into account.—

Component parts, etc.

(i) at a time not earlier than the time at which it 
becomes irrevocably devoted to use in the building, and 

(ii) as if (at the time referred to in clause (i)) the 
taxpayer had expended an amount equal to that portion 
of the cost to the taxpayer of such component or other 
property which, for purposes of this subpart, is properly 
chargeable (during such taxable year) to capital account 
with respect to such building. 

Certain borrowing 
disregarded

(B) Any amount borrowed directly or indirectly by 
the taxpayer from the person rehabilitating the property 
for him shall not be treated as an amount expended for 
such rehabilitation. 

Limitation for buildings 
which are not self-
rehabilitated, in general

(C)(i) In the case of a building which is not self-
rehabilitated, the amount taken into account under para-
graph (1)(B) for any taxable year shall not exceed the 
amount which represents the portion of the overall cost to 
the taxpayer of the rehabilitation which is properly attrib-
utable to the portion of the rehabilitation which is com-
pleted during such taxable year. 

Carryover of certain 
amounts

(ii) In the case of a building which is not a self-
rehabilitated building, if for the taxable year—

Internal Revenue Code, Section 47



164 FEDERAL HISTORIC PRESERVATION LAWS 165FEDERAL HISTORIC PRESERVATION LAWS

(I) the amount which (but for clause (i)) would 
have been taken into account under paragraph (1)(B) 
exceeds the limitation of clause (i), then the amount of 
such excess shall be taken into account under paragraph 
(1)(B) for the succeeding taxable year, or 

(II) the limitation of clause (i) exceeds the 
amount taken into account under paragraph (1)(B), then 
the amount of such excess shall increase the limitation of 
clause (i) for the succeeding taxable year. 

Determination 
of percentage of 
completion

(D) The determination under subparagraph (C)(i) of 
the portion of the overall cost to the taxpayer of the reha-
bilitation which is properly attributable to rehabilitation 
completed during any taxable year shall be made, under 
regulations prescribed by the Secretary, on the basis of 
engineering or architectural estimates or on the basis of 
cost accounting records. Unless the taxpayer establishes 
otherwise by clear and convincing evidence, the rehabili-
tation shall be deemed to be completed not more rapidly 
than ratably over the normal rehabilitation period. 

No progress expenditures 
for certain prior periods

(E) No qualified rehabilitation expenditures shall be 
taken into account under this subsection for any period 
before the first day of the first taxable year to which an 
election under this subsection applies. 

No progress expenditures 
for property for year it is 
placed in service, etc.

(F) In the case of any building, no qualified rehabili-
tation expenditures shall be taken into account under this 
subsection for the earlier of—

(i) the taxable year in which the building is placed 
in service, or

(ii) the first taxable year for which recapture is 
required under section 50(a)(2) with respect to such property, 

or for any taxable year thereafter.

Self-rehabilitated 
building

(4) For purposes of this subsection, the term “self-
rehabilitated building” means any building if it is rea-
sonable to believe that more than half of the qualified 
rehabilitation expenditures for such building will be made 
directly by the taxpayer. 

Internal Revenue Code, Section 47
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Election (5) This subsection shall apply to any taxpayer only if 
such taxpayer has made an election under this paragraph. 
Such an election shall apply to the taxable year for which 
made and all subsequent taxable years. Such an election, 
once made, may be revoked only with the consent of the 
Secretary.

Internal Revenue Code, Section 47
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Historic Preservation Certifications  
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36 CFR Ch. I (7–1–03 Edition)§ 65.10

more than 50 owners, the general no-
tice specified in § 65.5(d)(3) will be used. 

(2) Notice of withdrawal of designa-
tion and related National Register list-
ing and determinations of eligibility 
will be published periodically in the 
FEDERAL REGISTER.

(h) Upon withdrawal of a National 
Historic Landmark designation, NPS 
will reclaim the certificate and plaque, 
if any, issued for that landmark. 

(i) An owner shall not be considered 
as having exhausted administrative 
remedies with respect to dedesignation 
of a National Historic Landmark until 
after submitting an appeal and receiv-
ing a response from NPS in accord with 
these procedures.

§ 65.10 Appeals for designation. 
(a) Any applicant seeking to have a 

property designated a National His-
toric Landmark may appeal, stating 
the grounds for appeal, directly to the 
Director, National Park Service, De-
partment of the Interior, Washington, 
DC 20240, under the following cir-
cumstances: 

Where the applicant— 
(1) Disagrees with the initial decision 

of NPS that the property is not likely 
to meet the criteria of the National 
Historic Landmarks Program and will 
not be submitted to the Advisory 
Board; or 

(2) Disagrees with the decision of the 
Secretary that the property does not 
meet the criteria of the National His-
toric Landmarks Program. 

(b) The Director will respond to the 
appellant within 60 days. After review-
ing the appeal the Director may: 

(1) Deny the appeal; 
(2) Direct that a National Historic 

Landmark nomination be prepared and 
processed according to the regulations 
if this has not yet occurred; or 

(3) Resubmit the nomination to the 
Secretary for reconsideration and final 
decision. 

(c) Any person or organization which 
supports or opposes the consideration 
of a property for National Historic 
Landmark designation may submit an 
appeal to the Director, NPS, during the 
designation process either supporting 
or opposing the designation. Such ap-
peals received by the Director before 
the study of the property or before its 

submission to the National Park Sys-
tem Advisory Board will be considered 
by the Director, the Advisory Board 
and the Secretary, as appropriate, in 
the designation process. 

(d) No person shall be considered to 
have exhausted administrative rem-
edies with respect to failure to des-
ignate a property a National Historic 
Landmark until he or she has complied 
with the procedures set forth in this 
section.

PART 67—HISTORIC PRESERVATION 
CERTIFICATIONS PURSUANT TO 
SEC. 48(g) AND SEC. 170(h) OF 
THE INTERNAL REVENUE CODE OF 
1986

Sec.
67.1 Sec. 48(g) and Sec. 170(h) of the Internal 

Revenue Code of 1986. 
67.2 Definitions. 
67.3 Introduction to certifications of signifi-

cance and rehabilitation and information 
collection. 

67.4 Certifications of historic significance. 
67.5 Standards for Evaluating Significance 

within Registered Historic Districts. 
67.6 Certifications of rehabilitation. 
67.7 Standards for Rehabilitation. 
67.8 Certifications of statutes. 
67.9 Certifications of State or local historic 

districts. 
67.10 Appeals. 
67.11 Fees for processing rehabilitation cer-

tification requests.

AUTHORITY: Sec. 101(a)(1) of the National 
Historic Preservation Act of 1966, 16 U.S.C. 
470a–1(a)(170 ed.), as amended; Sec. 48(g) of 
the Internal Revenue Code of 1986 (90 Stat. 
1519, as amended by 100 Stat. 2085) 26 U.S.C. 
48(g); and Sec. 170(h) of the Internal Revenue 
Code of 1986 (94 Stat. 3204) 26 U.S.C. 170(h).

SOURCE: 54 FR 6771, Feb. 26, 1990, unless 
otherwise noted.

§ 67.1 Sec. 48(g) and Sec. 170(h) of the 
Internal Revenue Code of 1986. 

(a) Sec. 48(g) of the Internal Revenue 
Code of 1986, 90 Stat. 1519, as amended 
by 100 Stat. 2085, and Sec. 170(h) of the 
Internal Revenue Code of 1986, 94 Stat. 
3204, require the Secretary to make 
certifications of historic district stat-
utes and of State and local districts, 
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National Park Service, Interior § 67.1

certifications of significance, and cer-
tifications of rehabilitation in connec-
tion with certain tax incentives involv-
ing historic preservation. These certifi-
cation responsibilities have been dele-
gated to the National Park Service 
(NPS); the following five regional of-
fices issue certifications for the States 
listed below them.

Alaska Regional Office, National Park Serv-
ice, 2525 Gambell Street, Room 107, An-
chorage, Alaska 99503:

Alaska

Mid-Atlantic Regional Office, National Park 
Service, U.S. Customs House, Second 
Floor, Second and Chestnut Streets, Phila-
delphia, Pennsylvania 19106:

Connecticut
Delaware
District of Columbia
Indiana
Maine
Maryland
Massachusetts
Michigan
New Hampshire
New Jersey
New York
Ohio
Pennsylvania
Rhode Island
Vermont
Virginia
West Virginia
Rocky Mountain Regional Office, National 

Park Service, 12795 West Alameda Park-
way, P.O. Box 25287, Denver, Colorado 
80225:

Colorado
Illinois
Iowa
Kansas
Minnesota
Missouri
Montana
Nebraska
New Mexico
North Dakota
Oklahoma
South Dakota
Texas
Utah
Wisconsin
Wyoming
Southeast Regional Office, National Park 

Service, 75 Spring Street SW, Atlanta, 
Georgia 30303:

Alabama
Arkansas
Florida
Georgia
Kentucky
Louisiana

Mississippi
North Carolina
Puerto Rico
South Carolina
Tennessee
Virgin Islands

Western Regional Office, National Park 
Service, 450 Golden Gate Avenue, P.O. Box 
36063, San Francisco, California 94102:

Arizona
California
Hawaii
Idaho
Nevada
Oregon
Washington

(b) The Washington office of the NPS 
establishes program direction and con-
siders appeals of certification denials. 
The procedures for obtaining certifi-
cations are set forth below. It is the re-
sponsibility of owners wishing certifi-
cations to provide sufficient docu-
mentation to the Secretary to make 
certification decisions. These proce-
dures, upon their effective date, are ap-
plicable to future and pending certifi-
cation requests, except as otherwise 
provided herein. 

(c) States receiving Historic Preser-
vation Fund grants from the Depart-
ment participate in the review of re-
quests for certification, through rec-
ommendations to the Secretary by the 
State Historic Preservation Officer 
(SHPO). The SHPO acts on behalf of 
the State in this capacity and, there-
fore, the NPS is not responsible for any 
actions, errors or omissions of the 
SHPO. 

(1) Requests for certifications and ap-
provals of proposed rehabilitation work 
are sent by an owner first to the appro-
priate SHPO for review. State com-
ments are recorded on National Park 
Service Review Sheets (NPS Forms 10–
168 (d) and (e)) and are carefully consid-
ered by the Secretary before a certifi-
cation decision is made. Recommenda-
tions of States with approved State 
programs are generally followed, but 
by law, all certification decisions are 
made by the Secretary, based upon pro-
fessional review of the application and 
related information. The decision of 
the Secretary may differ from the rec-
ommendation of the SHPO. 

(2) A State may choose not to par-
ticipate in the review of certification 
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requests. States not wishing to partici-
pate in the comment process should no-
tify the Secretary in writing of this 
fact. Owners from such nonpartici-
pating States may request certifi-
cations by sending their applications 
directly to the appropriate NPS re-
gional office listed above. In all other 
situations, certification requests are 
sent first to the appropriate SHPO. 

(d) The Internal Revenue Service is 
responsible for all procedures, legal de-
terminations, and rules and regula-
tions concerning the tax consequences 
of the historic preservation provisions 
described in this part. Any certifi-
cation made by the Secretary pursuant 
to this part shall not be considered as 
binding upon the Internal Revenue 
Service or the Secretary of the Treas-
ury with respect to tax consequences 
under the Internal Revenue Code. For 
example, certifications made by the 
Secretary do not constitute determina-
tions that a structure is of the type 
subject to the allowance for deprecia-
tion under section 167 of the Code.

§ 67.2 Definitions. 
As used in these regulations: 
Certified Historic Structure means a 

building (and its structural compo-
nents) which is of a character subject 
to the allowance for depreciation pro-
vided in section 167 of the Internal Rev-
enue Code of 1986 which is either: 

(a) Individually listed in the National 
Register; or 

(b) Located in a registered historic 
district and certified by the Secretary 
as being of historic significance to the 
district. 

Portions of larger buildings, such as 
single condominium apartment units, 
are no independently considered cer-
tified historic structures. Rowhouses, 
even with abutting or party walls, are 
considered as separate buildings. For 
purposes of the certification decisions 
set forth in this part, a certified his-
toric structure encompasses the his-
toric building and its site, landscape 
features, and environment, generally 
referred to herein as a ‘‘property’’ as 
defined below. The NPS decision on 
listing a property in the National Reg-
ister of Historic Places, including 
boundary determinations, does not 
limit the scope of review of the reha-

bilitation project for tax certification 
purposes. Such review will include the 
entire historic property as it existed 
prior to rehabilitation and any related 
new construction. For purposes of the 
charitable contribution provisions 
only, a certified historic structure need 
not be depreciable to qualify; may be a 
structure other than a building; and 
may also be a remnant of a building 
such as a facade, if that is all that re-
mains. For purposes of the other reha-
bilitation tax credits under section 
48(g) of the Internal Revenue Code, any 
property located in a registered his-
toric district is considered a certified 
historic structure so that other reha-
bilitation tax credits are not available; 
exemption from this provision can gen-
erally occur only if the Secretary has 
determined, prior to the rehabilitation 
of the property, that it is not of his-
toric significance to the district. 

Certified Rehabilitation means any re-
habilitation of a certified historic 
structure which the Secretary has cer-
tified to the Secretary of the Treasury 
as being consistent with the historic 
character of the certified historic 
structure and, where applicable, with 
the district in which such structure is 
located. 

Duly Authorized Representative means 
a State or locality’s Chief Elected Offi-
cial or his or her representative who is 
authorized to apply for certification of 
State/local statutes and historic dis-
tricts. 

Historic District means a geographi-
cally definable area, urban or rural, 
that possesses a significant concentra-
tion, linkage or continuity of sites, 
buildings, structures or objects united 
historically or aesthetically by plan or 
physical development. A district may 
also comprise individual elements sep-
arated geographically during the pe-
riod of significance but linked by asso-
ciation or function. 

Inspection means a visit by an au-
thorized representative of the Sec-
retary or a SHPO to a certified historic 
structure for the purposes of reviewing 
and evaluating the significance of the 
structure and the ongoing or completed 
rehabilitation work. 

National Register of Historic Places 
means the National Register of dis-
tricts, sites, buildings, structures, and 
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objects significant in American his-
tory, architecture, archeology, engi-
neering, and culture that the Secretary 
is authorized to expand and maintain 
pursuant to section 101(a)(1) of the Na-
tional Historic Preservation Act of 
1966, as amended. The procedures of the 
National Register appear in 36 CFR 
part 60 et seq.

Owner means a person, partnership, 
corporation, or public agency holding a 
fee-simple interest in a property or any 
other person or entity recognized by 
the Internal Revenue Code for purposes 
of the applicable tax benefits. 

Property means a building and its site 
and landscape features. 

Registered Historic District means any 
district listed in the National Register 
or any district which is: 

(a) Designated under a State or local 
statute which has been certified by the 
Secretary as containing criteria which 
will substantially achieve the purpose 
of preserving and rehabilitating build-
ings of significance to the district, and 

(b) Certified by the Secretary as 
meeting substantially all of the re-
quirements for the listing of districts 
in the National Register. 

Rehabilitation means the process of 
returning a building or buildings to a 
state of utility, through repair or al-
teration, which makes possible an effi-
cient use while preserving those por-
tions and features of the building and 
its site and environment which are sig-
nificant to its historic, architectural, 
and cultural values as determined by 
the Secretary. 

Standards for Rehabilitation means the 
Secretary’s Standards for Rehabilita-
tion set forth in section 67.7 hereof. 

State Historic Preservation Officer 
means the official within each State 
designated by the Governor or a State 
statute to act as liaison for purposes of 
administering historic preservation 
programs within that State. 

State or Local Statute means a law of 
a State or local government desig-
nating, or providing a method for the 
designation of, a historic district or 
districts. 

[54 FR 6771, Feb. 26, 1990, as amended at 62 
FR 30235, June 3, 1997]

§ 67.3 Introduction to certifications of 
significance and rehabilitation and 
information collection. 

(a) Who may apply: 
(1) Ordinarily, only the fee simple 

owner of the property in question may 
apply for the certifications described in 
§§ 67.4 and 67.6 hereof. If an application 
for an evaluation of significance or re-
habilitation project is made by some-
one other than the fee simple owner, 
however, the application must be ac-
companied by a written statement 
from the fee simple owner indicating 
that he or she is aware of the applica-
tion and has no objection to the re-
quest for certification. 

(2) Upon request of a SHPO the Sec-
retary may determine whether or not a 
particular property located within a 
registered historic district qualifies as 
a certified historic structure. The Sec-
retary shall do so, however, only after 
notifying the fee simple owner of 
record of the request, informing such 
owner of the possible tax consequences 
of such a decision, and permitting the 
property owner a 30-day time period to 
submit written comments to the Sec-
retary prior to decision. Such time pe-
riod for comment may be waived by the 
fee simple owner. 

(3) The Secretary may undertake the 
certifications described in §§ 67.4 and 
67.6 on his own initiative after noti-
fying the fee simple owner and the 
SHPO and allowing a comment period 
as specified in § 67.3(a)(2). 

(4) Owners of properties which appear 
to meet National Register criteria but 
are yet listed in the National Register 
or which are located within potential 
historic districts may request prelimi-
nary determinations from the Sec-
retary as to whether such properties 
may qualify as certified historic struc-
tures when and if the properties or the 
potential historic districts in which 
they are located are listed in the Na-
tional Register. Preliminary deter-
minations may also be requested for 
properties outside the period or area of 
significance of registered historic dis-
tricts as specified in § 67.5(c). Proce-
dures for obtaining these determina-
tions shall be the same as those de-
scribed in § 67.4. Such determinations 
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are preliminary only and are not bind-
ing on the Secretary. Preliminary de-
terminations of significance will be-
come final as of the date of the listing 
of the individual property or district in 
the National Register. For properties 
outside the period or area of signifi-
cance of a registered historic district, 
preliminary determinations of signifi-
cance will become final, except as pro-
vided below, when the district docu-
mentation on file with the NPS is for-
mally amended. If during review of a 
request for certification of rehabilita-
tion, it is determined that the property 
does not contribute to the significance 
of the district because of changes 
which occurred after the preliminary 
determination of significance was 
made, certified historic structure des-
ignation will be denied. 

(5) Owners of properties not yet des-
ignated certified historic structures 
may obtain determinations from the 
Secretary on whether or not rehabilita-
tion proposals meet the Secretary’s 
Standards for Rehabilitation. Such de-
terminations will be made only when 
the owner has requested a preliminary 
determination of the significance of 
the property as described in paragraph 
(a)(4) of this section and such request 
for determination has been acted upon 
by the NPS. Final certifications of re-
habilitation will be issued only to own-
ers of certified historic structures. Pro-
cedures for obtaining these determina-
tions shall be the same as those de-
scribed in sec. 67.6. 

(b) How to apply: 
(1) Requests for certifications of his-

toric significance and of rehabilitation 
shall be made on Historic Preservation 
Certification Applications (NPS Form 
No. 10–168). Normally, two copies of the 
application are required; one to be re-
tained by the SHPO and the other to be 
forwarded to the NPS. The information 
collection requirements contained in 
the application and in this part have 
been approved by the Office of Manage-
ment and Budget under 44 U.S.C. 3507 
and assigned clearance number 1024–
0009. Part 1 of the application shall be 
used in requesting a certification of 
historic significance or nonsignificance 
and preliminary determinations, while 
part 2 of the application shall be used 
in requesting an evaluation of a pro-

posed rehabilitation project or, in con-
junction with a Request for Certifi-
cation of Completed Work, a certifi-
cation of a completed rehabilitation 
project. Information contained in the 
application is required to obtain a ben-
efit. Public reporting burden for this 
form is estimated to average 2.5 hours 
per response including the time for re-
viewing instructions, gathering and 
maintaining data, and completing and 
reviewing the form. Direct comments 
regarding this burden estimate or any 
aspect of this form may be made to the 
Chief, Administrative Services Divi-
sion, National Park Service, P.O. Box 
37127, Washington, DC 20013–7127 and to 
the Office of Management and Budget, 
Paperwork Reduction Project Number 
1024–0009, Washington, DC 20503. 

(2) Application forms are available 
from NPS regional offices or the 
SHPOs. 

(3) Requests for certifications, pre-
liminary determinations, and approv-
als of proposed rehabilitation projects 
shall be sent to the SHPO in partici-
pating States. Requests in nonpartici-
pating States shall be sent directly to 
the appropriate NPS regional office. 

(4) Generally reviews of certification 
requests are concluded within 60 days 
of receipt of a complete, adequately 
documented application, as defined 
§ 67.4 and § 67.6 (30 days at the State 
level and 30 days at the Federal level). 
Where a State has chosen not to par-
ticipate in the review process, review 
by the NPS generally is concluded 
within 60 days of receipt of a complete, 
adequately documented application. 
Where adequate documentation is not 
provided, the owner will be notified of 
the additional information needed to 
undertake or complete review. The 
time periods in this part are based on 
the receipt of a complete application; 
they will be adhered to as closely as 
possible and are defined as calendar 
days. They are not, however, consid-
ered to be mandatory, and the failure 
to complete review within the des-
ignated periods does not waive or alter 
any certification requirement. 

(5) Approval of applications and 
amendments to applications is con-
veyed only in writing by duly author-
ized officials of the NPS acting on be-
half of the Secretary. Decisions with 
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respect to certifications are made on 
the basis of the descriptions contained 
in the application form and other 
available information. In the event of 
any discrepancy between the applica-
tion form and other, supplementary 
material submitted with it (such as ar-
chitectural plans, drawings, specifica-
tions, etc.), the applicant shall be re-
quested to resolve the discrepancy in 
writing. In the event the discrepancy is 
not resolved, the description in the ap-
plication form shall take precedence. 
Falsification of factual representations 
in the application is subject to crimi-
nal sanctions of up to $10,000 in fines or 
imprisonment for up to five years pur-
suant to 18 U.S.C. 1001. 

(6) It is the owner’s responsibility to 
notify the Secretary if application re-
views are not completed within the 
time periods specified above. The Sec-
retary in turn will consult with the ap-
propriate office to ensure that the re-
view is completed in as timely manner 
as possible in the circumstances. 

(7) Although certifications of signifi-
cance and rehabilitation are discussed 
separately below, owners must submit 
part 1 of the Historic Preservation Cer-
tification Application prior to, or with, 
part 2. Part 2 of the application will 
not be processed until an adequately 
documented part 1 is on file and acted 
upon unless the property is already a 
certified historic structure. Reviews of 
rehabilitation projects will also not be 
undertaken if the owner has objected 
to the listing of the property in the Na-
tional Register.

§ 67.4 Certifications of historic signifi-
cance. 

(a) Requests for certifications of his-
toric significance should be made by 
the owner to determine— 

(1) That a property located within a 
registered historic district is of his-
toric significance to such district; or 

(2) That a property located within a 
registered historic district is not of 
historic significance to such district; 
or 

(3) That a property not yet on the 
National Register appears to meet Na-
tional Register criteria; or 

(4) That a property located within a 
potential historic district appears to 

contribute to the significance of such 
district. 

(b) To determine whether or not a 
property is individually listed or is 
part of a district in the National Reg-
ister, the owner may consult the list-
ing of National Register properties in 
the FEDERAL REGISTER (found in most 
large libraries), or contact the appro-
priate SHPO for current information. 

(c) If a property is located within the 
boundaries of a registered historic dis-
trict and the owner wishes the Sec-
retary to certify whether the property 
contributes or does not contribute to 
the historic significance of the district 
or if the owner is requesting a prelimi-
nary determination of significance in 
accordance with § 67.3(a)(4), the owner 
must complete part 1 of the Historic 
Preservation Certification Application 
according to instructions accom-
panying the application. Such docu-
mentation includes but is not limited 
to: 

(1) Name and mailing address of 
owner; 

(2) Name and address of property; 
(3) Name of historic district; 
(4) Current photographs of property; 

photographs of the building and its site 
and landscape features prior to alter-
ation if rehabilitation has been com-
pleted; photograph(s) showing the prop-
erty along with adjacent properties and 
structures on the street; and photo-
graphs of interior features and spaces 
adequate to document significance; 

(5) Brief description of appearance in-
cluding alterations, distinctive fea-
tures and spaces, and date(s) of con-
struction; 

(6) Brief statement of significance 
summarizing how the property does or 
does not reflect the values that give 
the district its distinctive historical 
and visual character, and explaining 
any significance attached to the prop-
erty itself (i.e., unusual building tech-
niques, important event that took 
place there, etc.). 

(7) Sketch map clearly delineating 
property’s location within the district; 
and 

(8) Signature of fee simple owner re-
questing or concurring in a request for 
evaluation. 

(d) If a property is individually listed 
in the National Register, it is generally 
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considered a certified historic struc-
ture and no further certification is re-
quired. More specific considerations in 
this regard are as follows: 

(1) If the property is individually list-
ed in the National Register and the 
owner believes it has lost the charac-
teristics which caused it to be nomi-
nated and therefore wishes it delisted, 
the owner should refer to the delisting 
procedures outlined in 36 CFR part 60. 

(2) Some properties individually list-
ed in the National Register include 
more than one building. In such cases, 
the owner must submit a single part 1 
application, as described in paragraph 
(c) of this section, which includes de-
scriptions of all the buildings within 
the listing. The Secretary will utilize 
the Standards for Evaluating Signifi-
cance within Registered Historic Dis-
tricts (§ 67.5) for the purpose of deter-
mining which of the buildings included 
within the listing are of historic sig-
nificance to the property. The require-
ments of this paragraph are applicable 
to certification requests received by 
the SHPOs (and the NPS regional of-
fices in the case of nonparticipating 
States only) upon the effective date of 
these regulations. 

(e) Properties containing more than 
one building where the buildings are 
judged by the Secretary to have been 
functionally related historically to 
serve an overall purpose, such as a mill 
complex or a residence and carriage 
house, will be treated as a single cer-
tified historic structure, whether the 
property is individually listed in the 
National Register or is located within 
a registered historic district, when re-
habilitated as part of an overall 
project. Buildings that are functionally 
related historically are those which 
have functioned together to serve an 
overall purpose during the property’s 
period of significance. In the case of a 
property within a registered historic 
district which contains more than one 
building where the buildings are judged 
to be functionally related historically, 
an evaluation will be made to deter-
mine whether the component buildings 
contribute to the historic significance 
of the property and whether the prop-
erty contributes to the significance of 
the historic district as in § 67.4(i). For 
questions concerning demolition of 

separate structures as part of an over-
all rehabilitation project, see § 67.6. 

(f) Applications for preliminary de-
terminations for individual listing 
must show how the property individ-
ually meets the National Register Cri-
teria for Evaluation. An application for 
a property located in a potential his-
toric district must document how the 
district meets the criteria and how the 
property contributes to the signifi-
cance of that district. An application 
for a preliminary determination for a 
property in a registered historic dis-
trict which is outside the period or 
area of significance in the district doc-
umentation on file with the NPS must 
document and justify the expanded sig-
nificance of the district and how the 
property contributes to the signifi-
cance of the district or document the 
individual significance of the property. 
Applications must contain substan-
tially the same level of documentation 
as National Register nominations, as 
specified in 36 CFR part 60 and Na-
tional Register Bulletin 16, ‘‘Guidelines 
for Completing National Register of 
Historic Places Forms’’ (available from 
SHPOs and NPS regional offices). Ap-
plications must also include written 
assurance from the SHPO that the dis-
trict nomination is being revised to ex-
pand its significance or, for certified 
districts, written assurance from the 
duly authorized representative that the 
district documentation is being revised 
to expand its significance, or that the 
SHPO is planning to nominate the 
property or the district. Owners should 
understand that confirmation of intent 
to nominate by a SHPO does not con-
stitute listing in the National Register, 
nor does it constitute a certification of 
significance as required by law for Fed-
eral tax incentives. Owners should fur-
ther understand that they are pro-
ceeding at their own risk. If the prop-
erty or district is not listed in the Na-
tional Register for procedural, sub-
stantive or other reasons; if the dis-
trict documentation is not formally 
amended; or if the significance of the 
property has been lost as a result of al-
terations or damage, these preliminary 
determinations of significance will not 
become final. The SHPO must nomi-
nate the property or the district or the 
SHPO for National Register districts 
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and the duly authorized representative 
in the case of certified districts must 
submit documentation and have it ap-
proved by the NPS to amend the Na-
tional Register nomination or certified 
district or the property or district 
must be listed before the preliminary 
certification of significance can be-
come final. 

(g) For purposes of the other rehabili-
tation tax credits under sec. 48(g) of 
the Internal Revenue Code, properties 
within registered historic districts are 
presumed to contribute to the signifi-
cance of such districts unless certified 
as nonsignificant by the Secretary. 
Owners of nonhistoric properties with-
in registered historic districts, there-
fore, must obtain a certification of 
nonsignificance in order to qualify for 
those investment tax credits. If an 
owner begins or completes a substan-
tial alteration (within the meaning of 
sec. 167(n) of the Internal Revenue 
Code) of a property in a registered his-
toric district without knowledge of re-
quirements for certification of non-
significance, he or she may request cer-
tification that the property was not of 
historic significance to the district 
prior to substantial alteration in the 
same manner as stated in sec. 67.4(c). 
The owner should be aware, however, of 
the requirements under sec. 48(g) of the 
Internal Revenue Code that the tax-
payer must certify to the Secretary of 
the Treasury that, at the beginning of 
such substantial alteration, he or she 
in good faith was not aware of the cer-
tification requirement by the Sec-
retary of the Interior. 

(h) The Secretary discourages the 
moving of historic buildings from their 
original sites. However, if a building is 
to be moved as part of a rehabilitation 
for which certification is sought, the 
owner must follow different procedures 
depending on whether the building is 
individually listed in the National Reg-
ister or is within a registered historic 
district. When a building is moved, 
every effort should be made to re-es-
tablish its historic orientation, imme-
diate setting, and general environment. 
Moving a building may result in re-
moval of the property from the Na-
tional Register or, for buildings within 
a registered historic district, denial or 
revocation of a certification of signifi-

cance; consequently, a moved building 
may, in certain circumstances, be in-
eligible for rehabilitation certification. 

(1) Documentation must be sub-
mitted that demonstrates: 

(i) The effect of the move on the 
building’s integrity and appearance 
(any proposed demolition, proposed 
changes in foundations, etc.); 

(ii) Photographs of the site and gen-
eral environment of the proposed site; 

(iii) Evidence that the proposed site 
does not possess historical significance 
that would be adversely affected by the 
moved building; 

(iv) The effect of the move on the dis-
tinctive historical and visual character 
of the district, where applicable; and 

(v) The method to be used for moving 
the building. 

(2) For buildings individually listed 
in the National Register, the proce-
dures contained in 36 CFR part 60 must 
be followed prior to the move, or the 
building will be removed from the Na-
tional Register, will not be considered 
a certified historic structure, and will 
have to be renominated for listing. The 
owner may submit a part 1 application 
in order to receive a preliminary deter-
mination from the NPS of whether a 
move will cause the property to be re-
moved from the National Register. 
However, preliminary approval of such 
a part 1 application does not satisfy 
the requirements of 36 CFR part 60. The 
SHPO must follow the remaining pro-
cedures in that regulation so that the 
NPS can determine that the moved 
building will remain listed in the Na-
tional Register and retain its status as 
a certified historic structure. 

(3) If an owner moves (or proposes to 
move) a building into a registered his-
toric district or moves (or proposes to 
move) a building elsewhere within a 
registered historic district, a part 1 ap-
plication containing the required infor-
mation described in paragraph (h)(1) of 
this section must be submitted. The 
building to be moved will be evaluated 
to determine if it contributes to the 
historic significance of the district 
both before and after the move as in 
§ 67.4(i). 
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(i) Properties within registered his-
toric districts will be evaluated to de-
termine if they contribute to the his-
toric significance of the district by ap-
plication of the Secretary’s Standards 
for Evaluating Significance within 
Registered Historic Districts as set 
forth in § 67.5. 

(j) Once the significance of a prop-
erty located within a registered his-
toric district or a potential historic 
district has been determined by the 
Secretary, written notification will be 
sent to the owner and the SHPO in the 
form of a certification of significance 
or nonsignificance. 

(k) Owners shall report to the Sec-
retary through the SHPO any substan-
tial damage, alteration or changes to a 
property that occurs after issuance of a 
certification of significance and prior 
to a final certification of rehabilita-
tion. The Secretary may withdraw a 
certification of significance, upon thir-
ty days notice to the owner, if a prop-
erty has been damaged, altered or 
changed effective as of the date of the 
occurrence. The property may also be 
removed from the National Register, in 
accordance with the procedures in 36 
CFR part 60. A revocation of certifi-
cation of significance pursuant to this 
part may be appealed under § 67.10. For 
damage, alteration or changes caused 
by unacceptable rehabilitation work, 
see § 67.6(f).

§ 67.5 Standards for Evaluating Sig-
nificance within Registered His-
toric Districts. 

(a) Properties located within reg-
istered historic districts are reviewed 
by the Secretary to determine if they 
contribute to the historic significance 
of the district by applying the fol-
lowing Standards for Evaluating Sig-
nificance within Registered Historic 
Districts. 

(1) A building contributing to the his-
toric significance of a district is one 
which by location, design, setting, ma-
terials, workmanship, feeling and asso-
ciation adds to the district’s sense of 
time and place and historical develop-
ment. 

(2) A building not contributing to the 
historic significance of a district is one 
which does not add to the district’s 
sense of time and place and historical 

development; or one where the loca-
tion, design, setting, materials, work-
manship, feeling and association have 
been so altered or have so deteriorated 
that the overall integrity of the build-
ing has been irretrievably lost. 

(3) Ordinarily buildings that have 
been built within the past 50 years 
shall not be considered to contribute to 
the significance of a district unless a 
strong justification concerning their 
historical or architectural merit is 
given or the historical attributes of the 
district are considered to be less than 
50 years old. 

(b) A condemnation order may be 
presented as evidence of physical dete-
rioration of a building but will not of 
itself be considered sufficient evidence 
to warrant certification of nonsignifi-
cance for loss of integrity. In certain 
cases it may be necessary for the owner 
to submit a structural engineer’s re-
port to help substantiate physical dete-
rioration and/or structural damage. 
Guidance on preparing a structural en-
gineer’s report is available from the 
appropriate SHPO or NPS regional of-
fice. 

(c) Some properties listed in the Na-
tional Register, primarily districts, are 
resources whose concentration or con-
tinuity possesses greater historical sig-
nificance than many of their individual 
component buildings and structures. 
These usually are documented as a 
group rather than individually. Accord-
ingly, this type of National Register 
documentation is not conclusive for 
the purposes of this part and must be 
supplemented with information on the 
significance of the specific property. 
Certifications of significance and non-
significance will be made on the basis 
of the application documentation, ex-
isting National Register documenta-
tion, and other available information 
as needed. The Keeper may amend the 
National Register documentation by 
issuing a supplementary record if the 
application material warrants such an 
amendment. If a certification request 
is received for a property which is not 
yet listed on the National Register or 
which is outside a district’s established 
period or area of significance, a pre-
liminary determination of significance 
will be issued only if the request in-
cludes adequate documentation and if 
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there is written assurance from the 
SHPO that the SHPO plans to nomi-
nate the property or district or that 
the district nomination in question is 
being revised to expand its significance 
or for certified districts, written assur-
ance from the duly authorized rep-
resentative that the district docu-
mentation is being revised to expand 
the significance. Certifications will be-
come final when the property or dis-
trict is listed or when the district doc-
umentation is officially amended un-
less the significance of the property 
has been lost as a result of alteration 
or damage. For procedures on amend-
ing listings to the National Register 
and additional information on the use 
of National Register documentation 
and the supplementary record which is 
contained in National Register Bul-
letin 19, ‘‘Policies and Procedures for 
Processing National Register Nomina-
tions,’’ consult the appropriate SHPO 
or NPS regional office. 

(d) Where rehabilitation credits are 
sought, certifications of significance 
will be made on the appearance and 
condition of the property before reha-
bilitation was begun. 

(e) If a nonhistoric surface material 
obscures a facade, it may be necessary 
for the owner to remove a portion of 
the surface material prior to request-
ing certification so that a determina-
tion of significance or nonsignificance 
can be made. After the material has 
been removed, if the obscured facade 
has retained substantial historic integ-
rity and the property otherwise con-
tributes to the historic district, it will 
be determined to be a certified historic 
structure. However, if the obscuring 
material remains when a determina-
tion of nonsignificance is requested 
under § 67.4(a)(2), the property will be 
presumed to contribute to the historic 
significance of the district, if otherwise 
qualified, and, therefore, not eligible 
for the other tax credits under section 
48(g) of the Internal Revenue Code. 

(f) Additional guidance on certifi-
cations of historic significance is avail-
able from SHPOs and NPS regional of-
fices.

§ 67.6 Certifications of rehabilitation. 
(a) Owners who want rehabilitation 

projects for certified historic struc-

tures to be certified by the Secretary 
as being consistent with the historic 
character of the structure, and, where 
applicable, the district in which the 
structure is located, thus qualifying as 
a certified rehabilitation, shall comply 
with the procedures listed below. A fee, 
as described in § 67.11, for reviewing all 
proposed, ongoing, or completed reha-
bilitation work is charged by the Sec-
retary. No certification decisions will 
be issued on any application until the 
appropriate remittance is received. 

(1) To initiate review of a rehabilita-
tion project for certification purposes, 
an owner must complete part 2 of the 
Historic Preservation Certification Ap-
plication according to instructions ac-
companying the application. These in-
structions explain in detail the docu-
mentation required for certification of 
a rehabilitation project. The applica-
tion may describe a proposed rehabili-
tation project, a project in progress, or 
a completed project. In all cases, docu-
mentation, including photographs ade-
quate to document the appearance of 
the structure(s), both on the exterior 
and on the interior, and its site and en-
vironment prior to rehabilitation must 
accompany the application. The social 
security or taxpayer identification 
number(s) of all owners must be pro-
vided in the application. Other docu-
mentation, such as window surveys or 
cleaning specifications, may be re-
quired by reviewing officials to evalu-
ate certain rehabilitation projects. 
Plans for any attached, adjacent, or re-
lated new construction must also ac-
company the application. Where nec-
essary documentation is not provided, 
review and evaluation may not be com-
pleted and a denial of certification will 
be issued on the basis of lack of infor-
mation. Owners are strongly encour-
aged to submit part 2 of the application 
prior to undertaking any rehabilitation 
work. Owners who undertake rehabili-
tation projects without prior approval 
from the Secretary do so strictly at 
their own risk. Because the cir-
cumstances of each rehabilitation 
project are unique to the particular 
certified historic structure involved, 
certifications that may have been 
granted to other rehabilitations are 
not specifically applicable and may not 
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be relied on by owners as applicable to 
other projects. 

(2) A project does not become a cer-
tified rehabilitation until it is com-
pleted and so designated by the NPS. A 
determination that the completed re-
habilitation of a property not yet des-
ignated a certified historic structure 
meets the Secretary’s Standards for 
Rehabilitation does not constitute a 
certification of rehabilitation. When 
requesting certification of a completed 
rehabilitation project, the owner shall 
submit a Request for Certification of 
Completed Work (NPS Form 10–168c) 
and provide the project completion 
date and a signed statement that the 
completed rehabilitation project meets 
the Secretary’s Standards for Rehabili-
tation and is consistent with the work 
described in part 2 of the Historic Pres-
ervation Certification Application. 
Also required in requesting certifi-
cation of a completed rehabilitation 
project are costs attributed to the re-
habilitation, photographs adequate to 
document the completed rehabilita-
tion, and the social security or tax-
payer identification number(s) of all 
owners. 

(b) A rehabilitation project for cer-
tification purposes encompasses all 
work on the interior and exterior of 
the certified historic structure(s) and 
its site and environment, as deter-
mined by the Secretary, as well as re-
lated demolition, new construction or 
rehabilitation work which may affect 
the historic qualities, integrity or site, 
landscape features, and environment of 
the certified historic structure(s). More 
specific considerations in this regard 
are as follows: 

(1) All elements of the rehabilitation 
project must meet the Secretary’s ten 
Standards for Rehabilitation (§ 67.7); 
portions of the rehabilitation project 
not in conformance with the Standards 
may not be exempted. In general, an 
owner undertaking a rehabilitation 
project will not be held responsible for 
prior rehabilitation work not part of 
the current project, or rehabilitation 
work that was undertaken by previous 
owners or third parties. 

(2) However, if the Secretary con-
siders or has reason to consider that a 
project submitted for certification does 
not include the entire rehabilitation 

project subject to review hereunder, 
the Secretary may choose to deny a re-
habilitation certification or to with-
hold a decision on such a certification 
until such time as the Internal Rev-
enue Service, through a private letter 
ruling, has determined, pursuant to 
these regulations and applicable provi-
sions of the Internal Revenue Code and 
income tax regulations, the proper 
scope of the rehabilitation project to 
be reviewed by the Secretary. Factors 
to be taken into account by the Sec-
retary and the Internal Revenue Serv-
ice in this regard include, but are not 
limited to, the facts and circumstance 
of each application and (i) whether pre-
vious demolition, construction or reha-
bilitation work irrespective of owner-
ship or control at the time was in fact 
undertaken as part of the rehabilita-
tion project for which certification is 
sought, and (ii) whether property con-
veyances, reconfigurations, ostensible 
ownership transfers or other trans-
actions were transactions which pur-
portedly limit the scope of a rehabili-
tation project for the purpose of review 
by the Secretary without substantially 
altering beneficial ownership or con-
trol of the property. The fact that a 
property may still qualify as a cer-
tified historic structure after having 
undergone inappropriate rehabilita-
tion, construction or demolition work 
does not preclude the Secretary or the 
Internal Revenue Service from deter-
mining that such inappropriate work is 
part of the rehabilitation project to be 
reviewed by the Secretary. 

(3) Conformance to the Standards 
will be determined on the basis of the 
application documentation and other 
available information by evaluating 
the property as it existed prior to the 
commencement of the rehabilitation 
project, regardless of when the prop-
erty becomes or became a certified his-
toric structure. 

(4) For rehabilitation projects involv-
ing more than one certified historic 
structure where the structures are 
judged by the Secretary to have been 
functionally related historically to 
serve an overall purpose, such as a mill 
complex or a residence and carriage 
house, rehabilitation certification will 
be issued on the merits of the overall 
project rather than for each structure 
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or individual component. For rehabili-
tation projects where there is no his-
toric functional relationship among 
the structures, the certification deci-
sion will be made for each separate cer-
tified historic structure regardless of 
how they are grouped for ownership or 
development purposes. 

(5) Demolition of a building as part of 
a rehabilitation project involving mul-
tiple buildings may result in denial of 
certification of the rehabilitation. In 
projects where there is no historic 
functional relationship among the 
structures being rehabilitated, related 
new construction which physically ex-
pands one certified historic structure 
undergoing rehabilitation and, there-
fore, directly causes the demolition of 
an adjacent structure will generally re-
sult in denial of certification of the re-
habilitation unless a determination has 
been made that the building to be de-
molished is not a certified historic 
structure as in § 67.4(a). In rehabilita-
tion projects where the structures have 
been determined to be functionally re-
lated historically, demolition of a com-
ponent may be approved, in limited cir-
cumstances, when: 

(i) The component is outside the pe-
riod of significance of the property, or 

(ii) The component is so deteriorated 
or altered that its integrity has been 
irretrievably lost; or 

(iii) The component is a secondary 
one that generally lacks historic, engi-
neering, or architectural significance 
or does not occupy a major portion of 
the site and persuasive evidence is 
present to show that retention of the 
component is not technically or eco-
nomically feasible. 

(6) In situations involving rehabilita-
tion of a certified historic structure in 
a historic district, the Secretary will 
review the rehabilitation project first 
as it affects the certified historic 
structure and second as it affects the 
district and make a certification deci-
sion accordingly. 

(7) In the event that an owner of a 
portion of a certified historic structure 
requests certification for a rehabilita-
tion project related only to that por-
tion, but there is or was a larger re-
lated rehabilitation project(s) occur-
ring with respect to the certified his-
toric structure, the Secretary’s deci-

sion on the requested certification will 
be based on review of the overall reha-
bilitation project(s) for the certified 
historic structure. 

(8) For rehabilitation projects which 
are to be completed in phases over the 
alternate 60-month period allowed in 
section 48(g) of the Internal Revenue 
Code, the initial part 2 application and 
supporting architectural plans and 
specifications should identify the 
project as a 60-month phased project 
and describe the number and order of 
the phases and the general scope of the 
overall rehabilitation project. If the 
initial part 2 application clearly identi-
fies the project as a phased rehabilita-
tion, the NPS will consider the project 
in all its phases as a single rehabilita-
tion. If complete information on the re-
habilitation work of the later phases is 
not described in the initial part 2 appli-
cation, it may be submitted at a later 
date but must be clearly identified as a 
later phase of a 60-month phased 
project that was previously submitted 
for review. Owners are cautioned that 
work undertaken in a later phase of a 
60-month phased project that does not 
meet the Standards for Rehabilitation, 
whether or not submitted for review, 
will result in a denial of certification 
of the entire rehabilitation with the 
tax consequences of such a denial to be 
determined by the Secretary of the 
Treasury. Separate certifications for 
portions of phased rehabilitation 
projects will not be issued. Rather the 
owner will be directed to comply with 
Internal Revenue Service regulations 
governing late certifications contained 
in 26 CFR 1.48–12. 

(c) Upon receipt of the complete ap-
plication describing the rehabilitation 
project, the Secretary shall determine 
if the project is consistent with the 
Standards for Rehabilitation. If the 
project does not meet the Standards 
for Rehabilitation, the owner shall be 
advised of that fact in writing and, 
where possible, will be advised of nec-
essary revisions to meet such Stand-
ards. For additional procedures regard-
ing rehabilitation projects determined 
not to meet the Standards for Rehabili-
tation, see § 67.6(f). 

(d) Once a proposed or ongoing 
project has been approved, substantive 
changes in the work as described in the 
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application must be brought promptly 
to the attention of the Secretary by 
written statement through the SHPO 
to ensure continued conformance to 
the Standards; such changes should be 
made using a Historic Preservation 
Certification Application Continu-
ation/Amendment Sheet (NPS Form 10–
168b). The Secretary will notify the 
owner and the SHPO in writing wheth-
er the revised project continues to 
meet the Standards. Oral approvals of 
revisions are not authorized or valid. 

(e) Completed projects may be in-
spected by an authorized representa-
tive of the Secretary to determine if 
the work meets the Standards for Re-
habilitation. The Secretary reserves 
the right to make inspections at any 
time up to five years after completion 
of the rehabilitation and to revoke a 
certification, after giving the owner 30 
days to comment on the matter, if it is 
determined that the rehabilitation 
project was not undertaken as rep-
resented by the owner in his or her ap-
plication and supporting documenta-
tion, or the owner, upon obtaining cer-
tification, undertook further unap-
proved project work inconsistent with 
the Secretary’s Standards for Rehabili-
tation. The tax consequences of a rev-
ocation of certification will be deter-
mined by the Secretary of the Treas-
ury. 

(f) If a proposed, ongoing, or com-
pleted rehabilitation project does not 
meet the Standards for Rehabilitation, 
an explanatory letter will be sent to 
the owner with a copy to the SHPO. A 
rehabilitated property not in conform-
ance with the Standards for Rehabili-
tation and which is determined to have 
lost those qualities which caused it to 
be nominated to the National Register, 
will be removed from the National Reg-
ister in accord with Department of the 
Interior regulations 36 CFR part 60. 
Similarly, if a property has lost those 
qualities which caused it to be des-
ignated a certified historic structure, 
it will be certified as noncontributing 
(see § 67.4 and § 67.5). In either case, the 
delisting or certification of nonsignifi-
cance is considered effective as of the 
date of issue and is not considered to 
be retroactive. In these situations, the 
Internal Revenue Service will be noti-
fied of the substantial alterations. The 

tax consequences of a denial of certifi-
cation will be determined by the Sec-
retary of the Treasury.

§ 67.7 Standards for Rehabilitation. 

(a) The following Standards for Reha-
bilitation are the criteria used to de-
termine if a rehabilitation project 
qualifies as a certified rehabilitation. 
The intent of the Standards is to assist 
the long-term preservation of a prop-
erty’s significance through the preser-
vation of historic materials and fea-
tures. The Standards pertain to his-
toric buildings of all materials, con-
struction types, sizes, and occupancy 
and encompass the exterior and the in-
terior of historic buildings. The Stand-
ards also encompass related landscape 
features and the building’s site and en-
vironment, as well as attached, adja-
cent, or related new construction. To 
be certified, a rehabilitation project 
must be determined by the Secretary 
to be consistent with the historic char-
acter of the structure(s) and, where ap-
plicable, the district in which it is lo-
cated. 

(b) The following Standards are to be 
applied to specific rehabilitation 
projects in a reasonable manner, tak-
ing into consideration economic and 
technical feasibility. (The application 
of these Standards to rehabilitation 
projects is to be the same as under the 
previous version so that a project pre-
viously acceptable would continue to 
be acceptable under these Standards.) 

(1) A property shall be used for its 
historic purpose or be placed in a new 
use that requires minimal change to 
the defining characteristics of the 
building and its site and environment. 

(2) The historic character of a prop-
erty shall be retained and preserved. 
The removal of historic materials or 
alteration of features and spaces that 
characterize a property shall be avoid-
ed. 

(3) Each property shall be recognized 
as a physical record of its time, place, 
and use. Changes that create a false 
sense of historical development, such 
as adding conjectural features or archi-
tectural elements from other buildings, 
shall not be undertaken. 
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(4) Most properties change over time; 
those changes that have acquired his-
toric significance in their own right 
shall be retained and preserved. 

(5) Distinctive features, finishes, and 
construction techniques or examples of 
craftsmanship that characterize a his-
toric property shall be preserved. 

(6) Deteriorated historic features 
shall be repaired rather than replaced. 
Where the severity of deterioration re-
quires replacement of a distinctive fea-
ture, the new feature shall match the 
old in design, color, texture, and other 
visual qualities and, where possible, 
materials. Replacement of missing fea-
tures shall be substantiated by docu-
mentary, physical, or pictorial evi-
dence. 

(7) Chemical or physical treatments, 
such as sandblasting, that cause dam-
age to historic materials shall not be 
used. The surface cleaning of struc-
tures, if appropriate, shall be under-
taken using the gentlest means pos-
sible. 

(8) Significant archeological re-
sources affected by a project shall be 
protected and preserved. If such re-
sources must be disturbed, mitigation 
measures shall be undertaken. 

(9) New additions, exterior alter-
ations, or related new construction 
shall not destroy historic materials 
that characterize the property. The 
new work shall be differentiated from 
the old and shall be compatible with 
the massing, size, scale, and architec-
tural features to protect the historic 
integrity of the property and its envi-
ronment. 

(10) New additions and adjacent or re-
lated new construction shall be under-
taken in such a manner that if re-
moved in the future, the essential form 
and integrity of the historic property 
and its environment would be 
unimpaired. 

(c) The quality of materials and 
craftsmanship used in a rehabilitation 
project must be commensurate with 
the quality of materials and craftsman-
ship of the historic building in ques-
tion. Certain treatments, if improperly 
applied, or certain materials by their 
physical properties, may cause or ac-
celerate physical deterioration of his-
toric buildings. Inappropriate physical 
treatments include, but are not limited 

to: improper repointing techniques; im-
proper exterior masonry cleaning 
methods; or improper introduction of 
insulation where damage to historic 
fabric would result. In almost all situa-
tions, use of these materials and treat-
ments will result in denial of certifi-
cation. Similarly, exterior additions 
that duplicate the form, material, and 
detailing of the structure to the extent 
that they compromise the historic 
character of the structure will result in 
denial of certification. For further in-
formation on appropriate and inappro-
priate rehabilitation treatments, own-
ers are to consult the Guidelines for 
Rehabilitating Historic Buildings pub-
lished by the NPS. ‘‘Preservation 
Briefs’’ and additional technical infor-
mation to help property owners formu-
late plans for the rehabilitation, pres-
ervation, and continued use of historic 
properties consistent with the intent of 
the Secretary’s Standards for Rehabili-
tation are available from the SHPOs 
and NPS regional offices. Owners are 
responsible for procuring this material 
as part of property planning for a cer-
tified rehabilitation. 

(d) In certain limited cases, it may be 
necessary to dismantle and rebuild por-
tions of a certified historic structure to 
stabilize and repair weakened struc-
tural members and systems. In such 
cases, the Secretary will consider such 
extreme intervention as part of a cer-
tified rehabilitation if: 

(1) The necessity for dismantling is 
justified in supporting documentation; 

(2) Significant architectural features 
and overall design are retained; and 

(3) Adequate historic materials are 
retained to maintain the architectural 
and historic integrity of the overall 
structure. 

Section 48(g) of the Internal Revenue 
Code of 1986 exempts certified historic 
structures from meeting the physical 
test for retention of external walls and 
internal structural framework speci-
fied therein for other rehabilitated 
buildings. Nevertheless, owners are 
cautioned that the Standards for Reha-
bilitation require retention of distin-
guishing historic materials of external 
and internal walls as well as structural 
systems. In limited instances, rehabili-
tations involving removal of existing 
external walls, i.e., external walls that 
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detract from the historic character of 
the structure such as in the case of a 
nonsignificant later addition or walls 
that have lost their structural integ-
rity due to deterioration, may be cer-
tified as meeting the Standards for Re-
habilitation. 

(e) Prior approval of a project by 
Federal, State, and local agencies and 
organizations does not ensure certifi-
cation by the Secretary for Federal tax 
purposes. The Secretary’s Standards 
for Rehabilitation take precedence 
over other regulations and codes in de-
termining whether the rehabilitation 
project is consistent with the historic 
character of the property and, where 
applicable, the district in which it is 
located. 

(f) The qualities of a property and its 
environment which qualify it as a cer-
tified historic structure are determined 
taking into account all available infor-
mation, including information derived 
from the physical and architectural at-
tributes of the building; such deter-
minations are not limited to informa-
tion contained in National Register or 
related documentation.

§ 67.8 Certifications of statutes. 

(a) State or local statutes which will 
be certified by the Secretary. For the 
purpose of this regulation, a State or 
local statute is a law of the State or 
local government designating, or pro-
viding a method for the designation of, 
a historic district or districts. This in-
cludes any by-laws or ordinances that 
contain information necessary for the 
certification of the statute. A statute 
must contain criteria which will sub-
stantially achieve the purpose of pre-
serving and rehabilitating properties of 
historic significance to the district. To 
be certified by the Secretary, the stat-
ute generally must provide for a duly 
designated review body, such as a re-
view board or commission, with power 
to review proposed alterations to struc-
tures of historic significance within 
the boundaries of the district or dis-
tricts designated under the statute ex-
cept those owned by governmental en-
tities which, by law, are not under the 
jurisdiction of the review body. 

(b) When the certification of State 
statutes will have an impact on dis-
tricts in specific localities, the Sec-
retary encourages State governments 
to notify and consult with appropriate 
local officials prior to submitting a re-
quest for certification of the statute. 

(c) State enabling legislation which 
authorizes local governments to des-
ignate, or provides local governments 
with a method to designate, a historic 
district or districts will not be cer-
tified unless accompanied by local 
statutes that implement the purposes 
of the State law. Adequate State stat-
utes which designate specific historic 
districts and do not require specific im-
plementing local statutes will be cer-
tified. If the State enabling legislation 
contains provisions which do not meet 
the intent of the law, local statutes 
designated under the authority of the 
enabling legislation will not be cer-
tified. When State enabling legislation 
exists, it must be certified before any 
local statutes enacted under its au-
thority can be certified. 

(d) Who may apply. Requests for cer-
tification of State or local statutes 
may be made only by the Chief Elected 
Official of the government which en-
acted the statute or his or her author-
ized representative. The applicant shall 
certify in writing that he or she is au-
thorized by the appropriate State or 
local governing body to apply for cer-
tification. 

(e) Statute certification process. Re-
quests for certification of State or 
local statutes shall be made as follows: 

(1) The request shall be made in writ-
ing from the duly authorized represent-
ative certifying that he or she is au-
thorized to apply for certification. The 
request should include the name or 
title of a person to contact for further 
information and his or her address and 
telephone number. The authorized rep-
resentative is responsible for providing 
historic district documentation for re-
view and certification prior to the first 
certification of significance in a dis-
trict unless another responsible person 
is indicated including his or her ad-
dress and telephone number. The re-
quest shall also include a copy of the 
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statute(s) for which certification is re-
quested, including any by-laws or ordi-
nances that contain information nec-
essary for the certification of the stat-
ute. Local governments shall also sub-
mit a copy of the State enabling legis-
lation, if any, authorizing the designa-
tion of historic districts. 

(2) Requests shall be sent to the 
SHPO in participating States and di-
rectly to appropriate NPS regional of-
fices in nonparticipating States. 

(3) The Secretary shall review the 
statute(s) and assess whether the stat-
ute(s) and any by-laws or ordinances 
that contain information necessary for 
the certification of the statute contain 
criteria which will substantially 
achieve the purposes of preserving and 
rehabilitating properties of historic 
significance to the district(s) based 
upon the standards set out above in 
§ 67.8(a). The SHPO shall be given a 30-
day opportunity to comment upon the 
request. Comments received from the 
SHPO within this time period will be 
considered by the Secretary in the re-
view process. If the statute(s) contain 
such provisions and if this and other 
provisions in the statute will substan-
tially achieve the purpose of preserving 
and rehabilitating properties of his-
toric significance to the district, the 
Secretary will certify the statute(s). 

(4) The Secretary generally provides 
written notification within 30 days of 
receipt by the NPS to the duly author-
ized representative and to the SHPO 
when certification of the statute is 
given or denied. If certification is de-
nied, the notification will provide an 
explanation of the reason(s) for such 
denial. 

(f) Amendment or repeal of stat-
ute(s). State or local governments, as 
appropriate, must notify the Secretary 
in the event that certified statutes are 
repealed, whereupon the certification 
of the statute (and any districts des-
ignated thereunder) will be withdrawn 
by the Secretary. If a certified statute 
is amended, the duly authorized rep-
resentative shall submit the amend-
ment(s) to the Secretary, with a copy 
to the SHPO, for review in accordance 
with the procedures outlined above. 
Written notification of the Secretary’s 
decision as to whether the amended 
statute continues to meet these cri-

teria will be sent to the duly author-
ized representative and the SHPO with-
in 60 days of receipt. 

(g) The Secretary may withdraw cer-
tification of a statute (and any dis-
tricts designated thereunder) on his 
own initiative if it is repeal or amend-
ed to be inconsistent with certification 
requirements after providing the duly 
authorized representative and the 
SHPO 30 days in which to comment 
prior to the withdrawal of certifi-
cation.

§ 67.9 Certifications of State or local 
historic districts. 

(a) The particular State or local his-
toric district must also be certified by 
the Secretary as substantially meeting 
National Register criteria, thereby 
qualifying it as a registered historic 
district, before the Secretary will proc-
ess requests for certification of indi-
vidual properties within a district or 
districts established under a certified 
statute. 

(b) The provision described herein 
will not apply to properties within a 
State or local district until the district 
has been certified, even if the statute 
creating the district has been certified 
by the Secretary. 

(c) The Secretary considers the duly 
authorized representative requesting 
certification of a statute to be the offi-
cial responsible for submitting district 
documentation for certification. If an-
other person is to assume responsi-
bility for the district documentation, 
the letter requesting statute certifi-
cation shall indicate that person’s 
name, address, and telephone number. 
The Secretary considers the author-
izing statement of the duly authorized 
representative to indicate that the ju-
risdiction involved wishes not only 
that the statute in question be cer-
tified but also wishes all historic dis-
tricts designated by the statute to be 
certified unless otherwise indicated. 

(d) Requests shall be sent to the 
SHPO in participating States and di-
rectly to the appropriate NPS regional 
office in nonparticipating States. The 
SHPO shall be given a 30-day oppor-
tunity to comment upon an adequately 
documented request. Comments re-
ceived from the SHPO within this time 
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period will be considered by the Sec-
retary in the review process. The 
guidelines in National Register Bul-
letin 16, ‘‘Guidelines for Completing 
National Register of Historic Places 
Forms,’’ provide information on how to 
document historic districts for the Na-
tional Register. Each request should 
include the following documentation: 

(1) A description of the general phys-
ical or historical qualities which make 
this a district; and explanation for the 
choice of boundaries for the district; 
descriptions of typical architectural 
styles and types of buildings in the dis-
trict. 

(2) A concise statement of why the 
district has significance, including an 
explanation of the areas and periods of 
significance, and why it meets Na-
tional Register criteria for listing (see 
36 CFR part 60); the relevant criteria 
should be identified (A, B, C, and D). 

(3) A definition of what types of prop-
erties contribute and do not contribute 
to the significance of the district as 
well as an estimate of the percentage 
of properties within the district that 
do not contribute to its significance. 

(4) A map showing all district prop-
erties with, if possible, identification 
of contributing and noncontributing 
properties; the map should clearly 
show the district’s boundaries. 

(5) Photographs of typical areas in 
the district as well as major types of 
contributing and noncontributing prop-
erties; all photographs should be keyed 
to the map. 

(e) Districts designated by certified 
State or local statutes shall be evalu-
ated using the National Register cri-
teria (36 CFR part 60) within 30 days of 
the receipt of the required documenta-
tion by the Secretary. Written notifi-
cation of the Secretary’s decision will 
be sent to the duly authorized rep-
resentative or to the person designated 
as responsible for the district docu-
mentation. 

(f) Certification of statutes and dis-
tricts does not constitute certification 
of significance of individual properties 
within the district or of rehabilitation 
projects by the Secretary. 

(g) Districts certified by the Sec-
retary as substantially meeting the re-
quirements for listing will be deter-
mined eligible for listing in the Na-

tional Register at the time time of cer-
tification and will be published as such 
in the FEDERAL REGISTER. 

(h) Documentation on additional dis-
tricts designated under a State or local 
statute the has been certified by the 
Secretary should be submitted to the 
Secretary for certification following 
the same procedures and including the 
same information outlined in the sec-
tion above. 

(i) State or local governments, as ap-
propriate, shall notify the Secretary if 
a certified district designation is 
amended (including boundary changes) 
or repealed. If a certified district des-
ignation is amended, the duly author-
ized representative shall submit docu-
mentation describing the change(s) 
and, if the district has been increased 
in size, information on the new areas 
as outlined in § 67.9. A revised state-
ment of significance for the district as 
a whole shall also be included to reflect 
any changes in overall significance as a 
result of the addition or deletion of 
areas. Review procedures shall follow 
those outlined in § 67.9 (d) and (e). The 
Secretary will withdraw certification 
of repealed or inappropriately amended 
certified district designations, thereby 
disqualifying them as registered his-
toric districts. 

(j) The Secretary may withdraw cer-
tification of a district on his own ini-
tiative if it ceases to meet the National 
Register Criteria for Evaluation after 
providing the duly authorized rep-
resentative and the SHPO 30 days in 
which to comment prior to withdrawal 
of certification. 

(k) The Secretary urges State and 
local review boards of commissions to 
become familiar with the Standards 
used by the Secretary of the Interior 
for certifying the rehabilitation of his-
toric properties and to consider their 
adoption for local design review.

§ 67.10 Appeals. 
(a) An appeal by the owner, or duly 

authorized representative as appro-
priate, may be made from any of the 
certifications or denials of certifi-
cation made pursuant to this part or 
any decisions made pursuant to 
§ 67.6(f). Such appeals must be in writ-
ing and received by the Chief Appeals 
Officer, Cultural Resources, National 
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Park Service, U.S. Department of the 
Interior, P.O. Box 37127, Washington, 
DC 20013–7127, within 30 days of receipt 
of the decision which is the subject of 
the appeal. The appellant may request 
an opportunity for a meeting to discuss 
the appeal but all information the 
owner wishes the Chief Appeals Officer 
to consider must be submitted in writ-
ing. The SHPO will be notified that an 
appeal is pending. The Chief Appeals 
Officer will consider the record of the 
decision in question, any further writ-
ten submissions by the owner, and 
other available information and shall 
provide the appellant a written deci-
sion as promptly as circumstances per-
mit. Such appeals constitute an admin-
istrative review of the decision ap-
pealed from and are not conducted as 
an adjudicative proceeding. 

(b) The denial of a preliminary deter-
mination of significance for an indi-
vidual property may not be appealed by 
the owner because the denial itself does 
not exhaust the administrative remedy 
that is available. The owner instead 
must seek recourse by undertaking the 
usual nomination process (36 CFR part 
60). Similarly, the denial of prelimi-
nary certification for a rehabilitation 
for a rehabilitation project for a prop-
erty that is not a certified historic 
structure may not be appealed. The 
owner must seek a final certification of 
significance as the next step, rather 
than appealing the denial of rehabilita-
tion certification. Administrative re-
views in these circumstances may be 
performed at the discretion of the 
Chief Appeals Officer. The decision to 
undertaken an administrative review 
will be made on a case-by-case basis, 
depending on particular facts and cir-
cumstances and the Chief Appeals Offi-
cer’s schedule, the expected date for 
nomination, and the nature of the re-
habilitation project (proposed, ongo-
ing, or completed). Administrative re-
views of rehabilitation projects will 
not be undertaken if the owner has ob-
jected to the listing of the property in 
the National Register. 

(c) In considering such appeals or ad-
ministrative reviews, the Chief Appeals 
Officer shall take in account alleged 
errors in professional judgment or al-
leged prejudicial procedural errors by 

NPS officials. The Chief Appeals Offi-
cer’s decision may: 

(1) Reverse the appealed decision; 
(2) Affirm the appealed decision; 
(3) Resubmit the matter to the appro-

priate Regional Director for further 
consideration; or 

(4) Where appropriate, withhold a de-
cision until issuance of a ruling from 
the Internal Revenue Service pursuant 
to § 67.6(b)(2). 

The Chief Appeals Officer may base his 
decision in whole or part on matters or 
factors not discussed in the decision 
appealed from. The Chief Appeals Offi-
cer is authorized to issue the certifi-
cations discussed in this part only if he 
considers that the requested certifi-
cation meets the applicable statutory 
standard upon application of the 
Standards set forth herein or he con-
siders that prejudicial procedural error 
by a Federal official legally compels 
issuance of the requested certification. 

(d) The decision of the Chief Appeals 
Officer shall be the final administra-
tive decision on the appeal. No person 
shall be considered to have exhausted 
his or her administrative remedies 
with respect to the certifications or de-
cisions described in this part until the 
Chief Appeals Officer has issued a final 
administrative decision pursuant to 
this section.

§ 67.11 Fees for processing rehabilita-
tion certification requests. 

(a) Fees are charged for reviewing re-
habilitation certification requests in 
accordance with the schedule below. 

(b) Payment shall not be made until 
requested by the NPS regional office 
according to instructions accom-
panying the Historic Preservation Cer-
tification Application. All checks shall 
be made payable to: National Park Serv-
ices. A certification decision will not be 
issued on an application until the ap-
propriate remittance is received. Fees 
are nonrefundable. 

(c) The fee for review of proposed or 
ongoing rehabilitation projects for 
projects over $20,000 is $250. The fees for 
review of completed rehabilitation 
projects are based on the dollar 
amount of the costs attributed solely 
to the rehabilitation of the certified 
historic structure as provided by the 
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owner in the Historic Preservation Cer-
tification Application, Request for Cer-
tification of Completed Work (NPS 
Form 10–168c), as follows:

Fee Size of rehabilitation 

$500 $20,000 to $99,999
$800 $100,000 to $499,999

$1,500 $500,000 to $999,999
$2,500 $1,000,000 or more 

If review of a proposed or ongoing re-
habilitation project had been under-
taken by the Secretary prior to sub-
mission of Request for Certification of 
Completed Work, the initial fee of $250 
will be deducted from these fees. No fee 
will be charged for rehabilitations 
under $20,000. 

(d) In general, each rehabilitation of 
a separate certified historic structure 
will be considered a separate project 
for purposes of computing the size of 
the fee. 

(1) In the case of a rehabilitation 
project which includes more than one 
certified historic structure where the 
structures are judged by the Secretary 
to have been functionally related his-
torically to serve an overall purpose, 
the fee for preliminary review is $250 
and the fee for final review is computed 
on the basis of the total rehabilitation 
costs. 

(2) In the case of multiple building 
projects where there is no historic 
functional relationship amont the 
structures and which are under the 
same ownership; are located in the 
same historic district; are adjacent or 
contiguous; are of the same architec-
tural type (e.g., rowhouses, loft build-
ings, commercial buildings); and are 
submitted by the owner for review at 
the same time, the fee for preliminary 
review is $250 per structure to a max-
imum of $2,500 and the fee for final re-
view is computed on the basis of the 
total rehabilitation costs of the entire 
multiple building project to a max-
imum of $2,500. If the $2,500 maximum 
fee was paid at the time of review of 
the proposed or ongoing rehabilitation 
project, no further fee will be charged 
for review of a Request for Certifi-
cation of Completed Work.

PART 68—THE SECRETARY OF THE 
INTERIOR’S STANDARDS FOR THE 
TREATMENT OF HISTORIC 
PROPERTIES

Sec.
68.1 Intent. 
68.2 Definitions. 
68.3 Standards.

AUTHORITY: The National Historic Preser-
vation Act of 1966, as amended (16 U.S.C. 470 
et seq.); sec. 2124 of the Tax Reform Act of 
1976, 90 Stat. 1918; EO 11593, 3 CFR part 75 
(1971); sec. 2 of Reorganization Plan No. 3 of 
1950 (64 Stat. 1262).

SOURCE: 60 FR 35843, July 12, 1995, unless 
otherwise noted.

§ 68.1 Intent. 
The intent of this part is to set forth 

standards for the treatment of historic 
properties containing standards for 
preservation, rehabilitation, restora-
tion and reconstruction. These stand-
ards apply to all proposed grant-in-aid 
development projects assisted through 
the National Historic Preservation 
Fund. 36 CFR part 67 focuses on ‘‘cer-
tified historic structures’’ as defined by 
the IRS Code of 1986. Those regulations 
are used in the Preservation Tax Incen-
tives Program. 36 CFR part 67 should 
continue to be used when property 
owners are seeking certification for 
Federal tax benefits.

§ 68.2 Definitions. 
The standards for the treatment of 

historic properties will be used by the 
National Park Service and State his-
toric preservation officers and their 
staff members in planning, under-
taking and supervising grant-assisted 
projects for preservation, rehabilita-
tion, restoration and reconstruction. 
For the purposes of this part: 

(a) Preservation means the act or 
process of applying measures necessary 
to sustain the existing form, integrity 
and materials of an historic property. 
Work, including preliminary measures 
to protect and stabilize the property, 
generally focuses upon the ongoing 
maintenance and repair of historic ma-
terials and features rather than exten-
sive replacement and new construction. 
New exterior additions are not within 
the scope of this treatment; however, 
the limited and sensitive upgrading of 
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Items: 

* * * * * 
d.5. ‘‘Chemical lasers’’, as follows: 
d.5.a. Hydrogen Fluoride (HF) ‘‘lasers’’; 
d.5.b. Deuterium Fluoride (DF) ‘‘lasers’’; 
d.5.c. ‘‘Transfer lasers’’, as follows: 
d.5.c.1. Oxygen Iodine (O2–I) ‘‘lasers’’; 
d.5.c.2. Deuterium Fluoride-Carbon 

dioxide (DF–CO2) ‘‘lasers’’; 
d.6. ‘‘Non-repetitive pulsed’’ Neodymium 

(Nd) glass ‘‘lasers’’, having any of the 
following: 

d.6.a. A ‘‘pulse duration’’ not exceeding 1 
μs and an output energy exceeding 50 J per 
pulse; or 

d.6.b. A ‘‘pulse duration’’ exceeding 1 μs 
and an output energy exceeding 100 J per 
pulse; 

NOTE: ‘‘Non-repetitive pulsed’’ refers to 
‘‘lasers’’ that produce either a single output 
pulse or that have a time interval between 
pulses exceeding one minute. 

e. Components, as follows: 
e.1. Mirrors cooled either by active cooling 

or by heat pipe cooling; Technical Note: 
Active cooling is a cooling technique for 
optical components using flowing fluids 
within the subsurface (nominally less than 1 
mm below the optical surface) of the optical 
component to remove heat from the optic. 

e.2. Optical mirrors or transmissive or 
partially transmissive optical or electro- 
optical components specially designed for 
use with controlled ‘‘lasers’’; 

f. Optical equipment, as follows: 
N.B.: For shared aperture optical elements, 

capable of operating in ‘‘Super-High Power 
Laser’’ (‘‘SHPL’’) applications, see the U.S. 
Munitions List (22 CFR part 121). 

f.1. Dynamic wavefront (phase) measuring 
equipment capable of mapping at least 50 
positions on a beam wavefront having any 
the following: 

f.1.a. Frame rates equal to or more than 100 
Hz and phase discrimination of at least 5% 
of the beam’s wavelength; or 

f.1.b. Frame rates equal to or more than 
1,000 Hz and phase discrimination of at least 
20% of the beam’s wavelength; 

f.2. ‘‘Laser’’ diagnostic equipment capable 
of measuring ‘‘SHPL’’ system angular beam 
steering errors of equal to or less than 10 
μrad; 

f.3. Optical equipment and components 
specially designed for a phased-array ‘‘SHPL’’ 
system for coherent beam combination to an 
accuracy of lambda/10 at the designed 
wavelength, or 0.1 μm, whichever is the 
smaller; 

f.4. Projection telescopes specially 
designed for use with ‘‘SHPL’’ systems. 

[FR Doc. 2011–13179 Filed 5–25–11; 8:45 am] 

BILLING CODE 1505–01–D 

DEPARTMENT OF THE INTERIOR 

National Park Service 

36 CFR Part 67 

RIN 1024–AD65 

Historic Preservation Certifications for 
Federal Income Tax Incentives 

AGENCY: National Park Service, Interior. 
ACTION: Final rule. 

SUMMARY: The National Park Service 
(NPS) is amending its procedures for 
obtaining historic preservation 
certifications for rehabilitation of 
historic structures. Individuals and 
corporations must obtain these 
certifications to be eligible for tax 
credits from the Internal Revenue 
Service (IRS). This rule incorporates 
references to the revised sections of the 
Internal Revenue Code containing the 
requirements for obtaining a tax credit; 
replaces references to NPS’s regional 
offices with references to its Washington 
Area Service Office (WASO); requires 
NPS to accept appeals for denial of 
certain certifications; and removes the 
certification fee schedule from the 
regulation. These latter two revisions 
provide an additional avenue for 
appeals and allow NPS to update fees by 
publishing a notice in the Federal 
Register as administrative costs change. 
DATES: The rule becomes effective June 
27, 2011. 
ADDRESSES: Chief, Heritage Preservation 
Services Program, National Park 
Service, 1849 C Street, NW. (org code 
2255), Washington, DC 20240. 

FOR FURTHER INFORMATION CONTACT: 
Michael J. Auer, National Park Service, 
1849 C Street, NW. (org code 2255), 
Washington, DC 20240; 
Michael_Auer@nps.gov; fax: 202–371– 
1616. 

SUPPLEMENTARY INFORMATION 

Background 

Section 47 of Title 26 of the United 
States Code (the Internal Revenue 
Code), formerly Section 48(g), 
authorizes tax credits for qualified 
expenditures of funds for ‘‘certified 
rehabilitation’’ of ‘‘certified historic 
structures.’’ This section of the Internal 
Revenue Code designates the Secretary 
of the Interior as the authority for 
review of applications for certifications 
to verify: (a) That buildings undergoing 
rehabilitation are ‘‘certified historic 
structures,’’ and (b) that the 
rehabilitation preserves the overall 
historic character of the buildings, and 
therefore is a ‘‘certified rehabilitation.’’ 

These approvals take the form of 
notifications or ‘‘certifications’’ by the 
Secretary of the Interior to the Secretary 
of the Treasury. In addition, section 
170(h) of the Internal Revenue Code 
allows a Federal income tax deduction 
for the donation of interests in qualified 
real property for conservation purposes. 

Section 170(h) also designates the 
Secretary of the Interior as the authority 
who receives applications and issues 
certifications verifying to the Secretary 
of the Treasury that the building or 
buildings contribute to the significance 
of a historic district. 

The final rule removes outdated 
references to the Internal Revenue Code, 
and deletes references to the regional 
offices and substitutes the NPS 
Washington office in their place. The 
final rule also lifts the prohibition on 
appeals from the denial of preliminary 
certification for rehabilitation of a 
property that is not a certified historic 
structure. The final rule also removes 
the certification fee schedule from the 
regulation, and incorporates an 
explanation of the method by which we 
will determine the kind and amount of 
review fees to be charged in the future. 
Until a revised means of determining 
fees is decided upon, approved, and 
published, the 1984 fee schedule will 
remain in effect. The changes are 
technical rather than substantive in 
nature. 

Public Comments 

The proposed rule was published on 
October 15, 2010 (75 FR 63428) and was 
open for public comment for 60 days. 
We received three comments. One was 
fully in support of the changes. The 
second made several proposals on how 
fees charged by NPS for review of 
rehabilitation certification applications 
should be set and used by the agency. 
However, the rule does not change the 
fee schedule, but merely removes it 
from the text of the regulations (in 
accordance with standard government 
practice). The third suggests that the 
rule state that the program is 
administered by the National Park 
Service in general rather than by the 
Washington Area Service Office of the 
NPS. The agency believes it serves a 
useful purpose to inform the public 
where the program is administered 
within a large government agency. 
Accordingly, the agency does not 
believe that further change to the rule is 
warranted 
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Compliance With Other Laws, 
Executive Orders, and Department 
Policies 

Regulatory Planning and Review 
(Executive Order 12866) 

The Office of Management and Budget 
has determined that this document is 
not a significant rule. We have made the 
assessments required by Executive 
Order 12866 and the results are 
available as a supporting document with 
the proposed rule at http:// 
www.regulations.gov. 

(1) The results of the NPS cost/benefit 
analysis are that this rule will not have 
an effect of $100 million or more on the 
economy. It will not adversely affect in 
a material way the economy, 
productivity, competition, jobs, the 
environment, public health or safety, or 
State, local, or Tribal governments or 
communities. 

(2) This rule will not create a serious 
inconsistency or otherwise interfere 
with an action taken or planned by 
another agency. It is an agency-specific 
rule. No other Federal agency designates 
‘‘certified historic structures’’ or 
‘‘certified rehabilitations’’ for Federal 
income tax incentives. 

(3) This rule does not alter the 
budgetary effects of entitlements, grants, 
user fees, or loan programs or the rights 
or obligations of their recipients. This 
rule updates statutory authority, deletes 
references to regional offices and 
substitutes the NPS Washington office 
in their place, authorizes additional 
administrative appeals, and removes 
from the text of the regulations the fee 
dollar amounts and specific instructions 
for charging fees. 

(4) This rule does not raise novel legal 
or policy issues. 

Regulatory Flexibility Act (RFA) 

The Department of the Interior 
certifies that this document will not 
have a significant economic effect on a 
substantial number of small entities 
under the Regulatory Flexibility Act, 
(5 U.S.C. 601 et seq.). 

The NPS threshold analysis as part of 
the NPS cost-benefit analysis concluded 
the proposed rule would generate 
positive benefits for all affected 
businesses with no negative impacts. 

Small Business Regulatory Enforcement 
Fairness Act (SBREFA) 

This rule is not a major rule under 5 
U.S.C. 804(2), the Small Business 
Regulatory Enforcement Fairness Act. 
This rule: 

a. Does not have an annual effect on 
the economy of $100 million or more. 
The rule merely updates statutory 
authority, revises references to NPS 

offices, authorizes additional 
administrative appeals, and deletes 
specific dollar amount of application 
review fees—changes that the Office of 
Management and Budget (OMB) has 
determined are purely technical in 
nature. 

b. Will not cause a major increase in 
costs or prices for consumers, 
individual industries, Federal, State, or 
local government agencies, or 
geographic regions. The rule does not 
impose any new requirements on 
building owners undertaking building 
rehabilitations. 

c. Does not have significant adverse 
effects on competition, employment, 
investment, productivity, innovation, or 
the ability of U.S.-based enterprises to 
compete with foreign-based enterprises. 
OMB has determined that the changes 
proposed in the rule are purely 
technical. Moreover, the tax incentives 
program involves purely domestic 
buildings and entities. 

Unfunded Mandates Reform Act 
(UMRA) 

This rule does not impose an 
unfunded mandate on State, local, or 
Tribal governments or the private sector 
of more than $100 million per year. The 
rule does not have a significant or 
unique effect on State, local or Tribal 
governments or the private sector. 

Although State Historic Preservation 
Offices receive applications for the 
Federal tax incentives and forward them 
to the NPS, with a recommendation, 
State participation in this program is 
funded through the Historic 
Preservation Fund administered by the 
NPS. 

Takings (Executive Order 12630) 

In accordance with Executive Order 
12630, the rule does not have significant 
takings implications. Application for the 
Federal historic preservation tax 
incentives program is on a voluntary 
basis by owners seeking a benefit in the 
form of Federal income tax incentives. 
A takings implication assessment is not 
required. 

Federalism (Executive Order 13132) 

Under the criteria in Executive Order 
13132, this rule does not have sufficient 
federalism implications to warrant the 
preparation of a Federalism summary 
impact statement. The rule does not 
preempt or conflict with any State or 
local law. A Federalism impact 
statement is not required. 

Civil Justice Reform (Executive Order 
12988) 

This rule complies with the 
requirements of Executive Order 12988. 
Specifically, this rule: 

a. Meets the criteria requiring that all 
regulations be reviewed to eliminate 
errors and ambiguity and be written to 
minimize litigation; and 

b. Meets the criteria of section 3(b)(2) 
requiring that all regulations be written 
in clear language and contain clear legal 
standards. 

Consultation With Indian Tribes 
(Executive Order 13175) 

Under the criteria in Executive Order 
13175, we have evaluated this rule and 
determined that it has no potential 
effects on Federally recognized Indian 
Tribes. The rule has no Tribal 
implications, and does not impose any 
costs on Indian Tribal governments. 

Paperwork Reduction Act (PRA) 
This rule contains information 

collection requirements and a 
submission under the Paperwork 
Reduction Act is required. OMB has 
approved the information collection and 
has assigned approval number 1024– 
0009, expiring on 03/31/2013. A Federal 
agency may not conduct or sponsor and 
you are not required to respond to, a 
collection of information unless it 
displays a currently valid OMB control 
number. Part 1 of the application is used 
in requesting a certification of historic 
significance or non-significance and 
preliminary determinations. Part 2 of 
the application is used in requesting an 
evaluation of a proposed rehabilitation 
project or (in conjunction with a request 
for certification of completed work) a 
certification of a completed 
rehabilitation project. Information 
contained in the application is required 
to obtain a benefit. We estimate the 
burden associated with this information 
collection to be 4.6 hours per response 
including the time for reviewing 
instructions, gathering and maintaining 
data, and completing and reviewing the 
form. Direct your comments regarding 
this burden estimate or any aspect of 
this form to the Manager, 
Administrative Program Center, 
National Park Service, 1849 C Street, 
NW., Washington, DC 20240 and to the 
Office of Management and Budget, 
Paperwork Reduction Project Number 
1024–0009, Washington, DC 20503. 

National Environmental Policy Act 
(NEPA) 

This rule is developed under the 
authority of the National Historic 
Preservation Act, particularly 16 U.S.C. 
470a(a)(1)(A), and 26 U.S.C. 47 (Internal 
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Revenue Code), and does not constitute 
a major Federal action significantly 
affecting the quality of the human 
environment. A detailed statement 
under the National Environmental 
Policy Act of 1969 is not required 
because the rule is administrative and 
procedural in nature and therefore is 
covered by a categorical exclusion 
under 43 CFR 46.205(b) and 46.210(i). 
We have also determined that the rule 
does not involve any of the 
extraordinary circumstances listed in 43 
CFR 46.215 that would require further 
analysis under the National 
Environmental Policy Act. 

Information Quality Act (IQA) 
In developing this rule we did not 

conduct or use a study, experiment, or 
survey requiring peer review under the 
Information Quality Act (Pub. L. 106– 
554). 

Effects on the Energy Supply (Executive 
Order 13211) 

This rule is not a significant energy 
action under the definition in Executive 
Order 13211. A Statement of Energy 
Effects is not required. 

List of Subjects in 36 CFR Part 67 
Administrative practice and 

procedures, Historic preservation, 
Income taxes, Reporting and 
recordkeeping requirements. 

In consideration of the foregoing, 36 
CFR part 67 is amended as follows: 

PART 67—HISTORIC PRESERVATION 
CERTIFICATIONS UNDER THE 
INTERNAL REVENUE CODE 

■ 1. The authority citation for part 67 is 
revised to read as follows: 

Authority: 16 U.S.C. 470a(a)(1)(A); 26 
U.S.C. 47 and 170(h). 

■ 2. Revise the part heading to read as 
set forth above. 

■ 3. In part 67, remove the word[s] in 
the ‘‘remove’’ column wherever they 
occur and add in their place the word[s] 
in the ‘‘add’’ column in the following 
table: 

Remove Add 

regional office ............................. WASO 
regional offices ........................... WASO 
Sec. 48(g) ................................... Sec. 47 
section 48(g) ............................... section 47 

■ 4. In § 67.1, revise the section heading, 
paragraph (a), and the first sentence of 
paragraph (b) to read as follows: 

§ 67.1 Program authority and function. 
(a) Section 47 of the Internal Revenue 

Code designates the Secretary as the 

authority for the issuance of 
certifications of historic district statutes 
and of State and local historic districts, 
certifications of significance, and 
certifications of rehabilitation in 
connection with certain tax incentives 
involving historic preservation. These 
certification responsibilities have been 
delegated to the National Park Service 
(NPS); the following office issues those 
certifications: National Park Service, 
Washington Area Service Office, 
Technical Preservation Services, 
Heritage Preservation Services (WASO), 
1849 C Street, NW., Washington, DC 
20240. 

(b) NPS WASO establishes program 
direction and considers appeals of 
certification denials. * * * 
* * * * * 

■ 7. In § 67.4, revise paragraph (g) to 
read as follows: 

§ 67.4 Certifications of historic 
significance. 

* * * * * 
(g) For purposes of the other 

rehabilitation tax credits under section 
47 of the Internal Revenue Code, 
properties within registered historic 
districts are presumed to contribute to 
the significance of such districts unless 
certified as nonsignificant by the 
Secretary. Owners of non-historic 
properties within registered historic 
districts, therefore, must obtain a 
certification of nonsignificance in order 
to qualify for those investment tax 
credits. If an owner begins or completes 
a substantial rehabilitation (as defined 
by the Internal Revenue Service) of a 
property in a registered historic district 
without knowledge of requirements for 
certification of nonsignificance, he or 
she may request certification that the 
property was not of historic significance 
to the district prior to substantial 
rehabilitation in the same manner as 
stated in paragraph (c) of this section. 
The owner should be aware, however, 
that the taxpayer must certify to the 
Secretary of the Treasury that, at the 
beginning of such substantial 
rehabilitation, he or she in good faith 
was not aware of the certification 
requirement by the Secretary of the 
Interior. 
* * * * * 

■ 8. In § 67.5 revise the section heading 
to read as follows: 

§ 67.5 Standards for evaluating 
significance within registered historic 
districts. 

* * * * * 

■ 9. In § 67.7 revise the section heading 
to read as follows: 

§ 67.7 Standards for rehabilitation. 

* * * * * 
■ 10. In § 67.10, revise paragraphs (a), 
(b), and (c)(3) to read as follows: 

§ 67.10 Appeals. 

(a) The owner or a duly authorized 
representative may appeal any of the 
certifications or denials of certification 
made under this part or any decisions 
made under § 67.6(f). 

(1) Appeals must: 
(i) Be in writing; e.g. letter, fax, or 

e-mail; 
(ii) Be addressed to the Chief Appeals 

Officer, Cultural Resources, National 
Park Service, U.S. Department of the 
Interior, 1849 C Street, NW., 
Washington, DC 20240; 

(iii) Be received by NPS within 30 
days of receipt by the owner or a duly 
authorized representative of the 
decision which is the subject of the 
appeal; and 

(iv) Include all information the owner 
wishes the Chief Appeals Officer to 
consider in deciding the appeal. 

(2) The appellant may request a 
meeting to discuss the appeal. 

(3) NPS will notify the SHPO that an 
appeal is pending. 

(4) The Chief Appeals Officer will 
consider the record of the decision in 
question, any further written 
submissions by the owner, and other 
available information and will provide 
the appellant a written decision as 
promptly as circumstances permit. 

(5) Appeals under this section 
constitute an administrative review of 
the decision appealed from and are not 
conducted as an adjudicative 
proceeding. 

(b) The denial of a preliminary 
determination of significance for an 
individual property may not be 
appealed by the owner because the 
denial itself does not exhaust the 
administrative remedy that is available. 
The owner instead must seek recourse 
by undertaking the usual nomination 
process (36 CFR part 60). 

(c) * * * 
(3) Resubmit the matter to WASO for 

further consideration; or 
* * * * * 
■ 11. Revise § 67.11 to read as follows: 

§ 67.11 Fees for processing certification 
requests. 

(a) Fees are charged for reviewing 
certification requests according to the 
schedule and instructions provided in 
public notices in the Federal Register 
by NPS. 

(b) No payment should be made until 
requested by the NPS. A certification 
decision will not be issued on an 
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application until the appropriate 
remittance is received. 

(c) Fees are nonrefundable. 
Dated: May 13, 2011. 

Eileen Sobeck, 
Acting Assistant Secretary for Fish and 
Wildlife and Parks. 
[FR Doc. 2011–12754 Filed 5–25–11; 8:45 am] 

BILLING CODE 4310–EN–P 

POSTAL SERVICE 

39 CFR Part 111 

Adult Signature Services 

AGENCY: Postal ServiceTM. 
ACTION: Final rule. 

SUMMARY: The Postal Service is revising 
the Mailing Standards of the United 
States Postal Service, Domestic Mail 
Manual (DMM®) 503.8, to add a new 
extra service called Adult Signature. 
This new service has two available 
options: Adult Signature Required and 
Adult Signature Restricted Delivery. 
DATES: Effective July 5, 2011. 
FOR FURTHER INFORMATION CONTACT: 
Karen Key at 202–268–7492 or Richard 
Daigle at 202–268–6392. 
SUPPLEMENTARY INFORMATION: On March 
28, 2011, the Postal Regulatory 
Commission (PRC) approved Adult 
Signature as a new extra service which 
will provide a method for customers to 
obtain a signature (upon delivery) from 
an adult recipient who is 21 years of age 
or older. This new extra service will be 
available only to commercial and online 
mailers beginning June 5, 2011. 

This is the first time the Postal 
Service is offering a service that 
includes verification of the age of the 
recipient at the time of delivery. These 
services will be available to commercial 
and online customers using Express 
Mail®, Priority Mail® (including Critical 
MailTM), Parcel Select® barcoded 
nonpresort, and Parcel Select Regional 
Ground mailpieces. The requirements 
for the two service offerings are: 

• Adult Signature Required—requires 
the signature of someone 21 years of age 
or older at the recipient’s address. 

• Adult Signature Restricted 
Delivery—requires the signature of a 
specific addressee (or authorized agent), 
who must be 21 years of age or older. 

Prior to signing for the mailpiece, the 
recipient must show a government- 
issued photo identification that includes 
his or her date of birth. Adult Signature 
mailpieces cannot be left at the address 
without first obtaining the signature of 
an adult who is 21 years of age or older. 

Adult Signature Required and Adult 
Signature Restricted Delivery are only 

available for customers who pay for 
postage and applicable fees using any of 
these methods: 

• Click-N-Ship®. 
• USPS®-approved PC Postage® 

(registered end-users only). 
• Permit imprint, if the customer 

electronically submits postage 
statements and mailing documentation. 

• USPS-approved Information-Based 
Indicia (IBI) postage meters that print 
the IBI with the appropriate price 
marking and electronically transmit 
transactional data to USPS. 

Technical specifications for privately 
printed Adult Signature labels are 
located in the Intelligent Mail Package 
Barcode Specification and the 
addendum to Publication 91, 
Addendum for Intelligent Mail Package 
Barcode (IMpb) and 3-digit Service Type 
Code, available on the RIBBS® Web site 
at http://ribbs.usps.gov. 

Additionally, in combination with 
Express Mail or Priority Mail and 
postage paid by Click-N-Ship or PC 
Postage, Adult Signature will provide an 
optional delivery method for the 
mailing of cigarettes and smokeless 
tobacco under the ‘‘Exception for Certain 
Individuals’’ standard as described in 
DMM section 601.11. 

All other requirements and conditions 
related to mailing cigarettes and 
smokeless tobacco products under the 
Prevent All Cigarette Trafficking Act 
(PACT) of 2009 remain in effect; such 
as: 

• Each shipment must be presented 
via a face-to-face transaction with a 
postal employee. 

• No Pickup on Demand or Carrier 
Pickup options are available. 

• Each package must bear its own 
unique exception package markings. 

While the minimum age to purchase 
tobacco in the state or locality where the 
shipment is tendered or delivered may 
be different from age 21, if Adult 
Signature is used, the recipient must be 
21 years of age. 

The Postal Service adopts the 
following changes to Mailing Standards 
of the United States Postal Service, 
Domestic Mail Manual (DMM), 
incorporated by reference in the Code of 
Federal Regulations. See 39 CFR 111.1. 

List of Subjects in 39 CFR Part 111 
Administrative practice and 

procedure, Postal Service. 
Accordingly, 39 CFR part 111 is 

amended as follows: 

PART 111—[AMENDED] 

■ 1. The authority citation for 39 CFR 
part 111 continues to read as follows: 

Authority: 5 U.S.C. 552(a); 13 U.S.C. 301– 
307; 18 U.S.C. 1692–1737; 39 U.S.C. 101, 

401, 403, 404, 414, 416, 3001–3011, 3201– 
3219, 3403–3406, 3621, 3622, 3626, 3632, 
3633, and 5001. 

■ 2. Revise the following sections of 
Mailing Standards of the United States 
Postal Service, Domestic Mail Manual 
(DMM) as follows: 

Mailing Standards of the United 
States Postal Service, Domestic Mail 
Manual (DMM) 

* * * * * 

200 Commercial Letters and Cards 

* * * * * 

220 Priority Mail 

223 Prices and Eligibility 

* * * * * 

3.0 Basic Standards for Priority Mail 

* * * * * 

3.2 Additional Standards for Critical 
Mail Letters 

[Delete the reference number and 
heading of 3.2.1, Definition, in its 
entirety, and move the text from 3.2.1 
under 3.2.] 

[Delete item 3.2.2, Extra Service with 
Critical Mail Letters, in its entirety.] 
* * * * * 

300 Commercial Flats 

* * * * * 

320 Priority Mail 

323 Prices and Eligibility 

* * * * * 

3.0 Basic Standards for Priority Mail 

* * * * * 

3.2 Additional Standards for Critical 
Mail Flats 

[Delete the reference number and 
heading of 3.2.1, Definition, in its 
entirety, and move the text from 3.2.1 
under 3.2.] 

[Delete item 3.2.2, Extra Service with 
Critical Mail Flats, in its entirety.] 
* * * * * 

500 Additional Mailing Services 

503 Extra Services 

1.0 Extra Services for Express Mail 

1.1 Available Services 

* * * * * 
[Renumber current items 1.1.5 

through 1.1.8 as 1.1.6 through 1.1.9 and 
add new 1.1.5 as follows:] 

1.1.5 Adult Signature 

Adult Signature Required and Adult 
Signature Restricted Delivery are 
available with Express Mail for mailers 
who pay commercial or online postage 
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26 CFR Ch. I (4–1–05 Edition) § 1.48–12 

§ 1.48–12 Qualified rehabilitated build-
ing; expenditures incurred after De-
cember 31, 1981. 

(a) General rule—(1) In general. Under 
section 48(a)(1)(E), the portion of the 
basis of a qualified rehabilitated build-
ing that is attributable to qualified re-
habilitation expenditures (within the 
meaning of section 48(g) and this sec-
tion) is section 38 property. Property 
that is section 38 property by reason of 
section 48(a)(1)(E) is treated as new sec-
tion 38 property and, therefore, is not 
subject to the used property limitation 
in section 48(c). Section 48(g)(1) and 
paragraph (b) of this section define the 
term ‘‘qualified rehabilitated build-
ing.’’ Section 48(g)(2) and paragraph (c) 
of this section define the term ‘‘quali-
fied rehabilitation expenditure.’’ Sec-
tion 48(g) (2)(B)(iv) and (3) and para-
graph (d) of this section describe the 
rules applicable to ‘‘certified historic 
structures.’’ Section 48(q) and para-
graph (e) of this section provide rules 
concerning an adjustment to the basis 
of the rehabilitated building. Para-
graph (f) of this section provides guid-
ance for coordination of these provi-
sions with other sections of the Code, 
including rules for determining when 
the rehabilitation credit may be 
claimed. 

(2) Effective dates and transition rules— 
(i) In general. Except as otherwise pro-
vided in this paragraph (a)(2)(i), this 
section applies to expenditures in-
curred after December 31, 1981, in con-
nection with the rehabilitation of a 
qualified rehabilitated building. (See 
paragraph (c)(3)(i) of this section for 
rules concerning the determination of 
when an expenditure is incurred.) If, 
however, physical work on the rehabili-
tation began before January 1, 1982, 
and the building does not meet the re-
quirements of paragraph (b) of this sec-
tion, the rules in § 1.48–11 shall apply to 
the expenditures incurred after Decem-
ber 31, 1981, in connection with such re-
habilitation. (See paragraph (b)(6)(i) of 
this section for rules determining when 
physical work on a rehabilitation be-
gins.) 

(ii) Transition rules concerning ACRS 
lives. (A) For property placed in service 
before March 16, 1984, and any property 
subject to the exception set forth in 
section 111(g)(2) of Pub. L. 98–369 (Def-

icit Reduction Act of 1984), the ref-
erences to ‘‘19 years’’ in paragraph 
(c)(4)(ii) and (7)(v) shall be replaced 
with ‘‘15 years’’ and the reference to 
‘‘19-year real property’’ in paragraph 
(c)(4)(ii) shall be replaced with ‘‘15-year 
real property.’’ 

(B) Except as otherwise provided in 
paragraph (a)(2)(ii)(A) of this section, 
for property placed in service before 
May 9, 1985, and any property subject 
to the exception set forth in section 
105(b) (2) and (5) of Pub. L. 99–121 (99 
Stat. 501, 511), the reference to ‘‘19 
years’’ in paragraph (c)(4)(ii) and (7)(v) 
shall be replaced with ‘‘18 years’’ and 
the references to ‘‘19-years real prop-
erty’’ in paragraph (c)(4)(ii) shall be re-
placed with ‘‘18-year real property.’’ 

(iii) Transition rule concerning external 
wall definition. Notwithstanding the 
definition of external wall contained in 
paragraph (b)(3)(ii) of this section, in 
any case in which the written plans 
and specifications for a rehabilitation 
were substantially completed on or be-
fore June 28, 1985, and the building 
being rehabilitated would fail to meet 
the requirement of paragraph (b)(1)(iii) 
of this section if the definition of ex-
ternal wall in paragraph (b)(3)(ii) of 
this section were used, the term ‘‘ex-
ternal wall’’ shall be defined as a wall, 
including its supporting elements, with 
one face exposed to the weather or 
earth, and a common wall shall not be 
treated as an external wall. See para-
graph (b)(2)(v) of this section for the 
definition of written plans and speci-
fications. 

(iv) Transition rules concerning amend-
ments made by the Tax Reform Act of 
1986—(A) In general. Except as other-
wise provided in section 251(d) of the 
Tax Reform Act of 1986 and this para-
graph (a)(2)(iv), the amendments made 
by section 251 of the Tax Reform Act of 
1986 shall apply to property placed in 
service after December 31, 1986, in tax-
able years ending after that date, re-
gardless of when the rehabilitation ex-
penditures attributable to such prop-
erty were incurred. If property attrib-
utable to qualified rehabilitation ex-
penditures is incurred with respect to a 
rehabilitation to a building placed in 
service in segments or phases and some 
segments are placed in service before 
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January 1, 1987, and the remaining seg-
ments are placed in service after De-
cember 31, 1986, the amendments under 
the Tax Reform Act would not apply to 
the property placed in service before 
January 1, 1987, but would apply to the 
segments placed in service after De-
cember 31, 1986, unless one of the tran-
sition rules in paragraph (a)(2)(iv) (B) 
or (C) of this section applies. 

(B) General transition rule. The 
amendments made by sections 251 and 
201 of the Tax Reform Act of 1986 shall 
not apply to property that qualifies 
under section 251(d) (2), (3), or (4) of the 
Tax Reform Act of 1986. Property quali-
fies for the general transition rule in 
section 251(d)(2) of the Act if such prop-
erty is placed in service before January 
1, 1994, and if such property is placed in 
service as part of— 

(1) A rehabilitation that was com-
pleted pursuant to a written contract 
that was binding on March 1, 1986, or 

(2) A rehabilitation incurred in con-
nection with property (including any 
leasehold interest) acquired before 
March 2, 1986, or acquired on or after 
such date pursuant to a written con-
tract that was binding on March 1, 1986, 
if— 

(i) Parts 1 and 2 of the Historic Pres-
ervation Certificate Application were 
filed with the Department of the Inte-
rior (or its designee) before March 2, 
1986, or 

(ii) The lesser of $1,000,000 or 5 per-
cent of the cost of the rehabilitation is 
incurred before March 2, 1986, or is re-
quired to be incurred pursuant to a 
written contract which was binding on 
March 1, 1986. 

(C) Specific rehabilitations. See section 
251(d) (3) and (4) of the Tax Reform Act 
of 1986 for additional rehabilitations 
that are exempted from the amend-
ments made by sections 251 and 201 of 
the Tax Reform Act of 1986. 

(b) Definition of qualified rehabilitated 
building— (1) In general. The term 
‘‘qualified rehabilitated building’’ 
means any building and its structural 
components— 

(i) That has been substantially reha-
bilitated (within the meaning of para-
graph (b)(2) of this section) for the tax-
able year, 

(ii) That was placed in service (with-
in the meaning of § 1.46–3(d)) as a build-

ing by any person before the beginning 
of the rehabilitation, and 

(iii) That meets the applicable exist-
ing external wall retention test or the 
existing external wall and internal 
structural framework retention test in 
accordance with paragraph (b)(3) of 
this section. 

The requirement in paragraph (b)(1)(iii) 
of this section does not apply to a cer-
tified historic structure. See para-
graphs (b) (4) and (5) of this section for 
additional requirements related to the 
definition of a qualified rehabilitated 
building. 

(2) Substantially rehabilitated build-
ing—(i) Substantial rehabilitation test. A 
building shall be treated as having 
been substantially rehabilitated for a 
taxable year only if the qualified reha-
bilitation expenditures (as defined in 
paragraph (c) of this section) incurred 
during any 24-month period selected by 
the taxpayer ending with or within the 
taxable year exceed the greater of— 

(A) The adjusted basis of the building 
(and its structural components), or (B) 
$5,000. 

(ii) Date to determine adjusted basis of 
the building—(A) In general. The ad-
justed basis of the building (and its 
structural components) shall be deter-
mined as of the beginning of the first 
day of the 24-month period selected by 
the taxpayer or the first day of the tax-
payer’s holding period of the building 
(within the meaning of section 1250(e)), 
whichever is later. For purposes of de-
termining the holding period under sec-
tion 1250(e), any reconstruction that is 
part of the rehabilitation shall be dis-
regarded. 

(B) Special rules. In the event that a 
building is not owned by the taxpayer, 
the adjusted basis of the building shall 
be determined as of the date that 
would have been used if the owner had 
been the taxpayer. The adjusted basis 
of a building that is being rehabilitated 
by a taxpayer other than the owner 
shall thus be determined as of the be-
ginning of the first day of the 24-month 
period selected by the taxpayer or the 
first day of the owner’s holding period, 
whichever is later. Therefore, if a 
building that is being rehabilitated by 
a lessee is sold subject to the lease 
prior to the date that the lessee has 
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substantially rehabilitated the build-
ing, the lessee’s adjusted basis is deter-
mined as of the beginning of the first 
day of the new lessor’s holding period 
or the beginning of the first day of the 
24-month period selected by the lessee 
(the taxpayer), whichever is later. If, 
therefore, the first day of the new les-
sor’s holding period were later than the 
first day of the 24-month period se-
lected by the lessee (the taxpayer), the 
lessee’s adjusted basis for purposes of 
the substantial rehabilitation test 
would be the same as the adjusted basis 
of the new lessor as determined under 
paragraph (b)(2)(vii) of this section. If a 
building is sold after the date that a 
lessee has substantially rehabilitated 
the building with respect to the origi-
nal lessor’s adjusted basis, however, 
the lessee’s basis may be determined as 
of the first day of the 24-month period 
selected by the lessee or the first day 
of the original lessor’s holding period, 
whichever is later, and the transfer of 
the building will not affect the ad-
justed basis for purposes of the sub-
stantial rehabilitation test. The pre-
ceding sentence shall not apply, how-
ever, if the building is sold to the les-
see or a related party within the mean-
ing of section 267(b) or section 707(b)(1). 

(iii) Adjusted basis of the building—(A) 
In general. The term ‘‘adjusted basis of 
the building’’ means the aggregate ad-
justed basis (within the meaning of sec-
tion 1011(a)) in the building (and its 
structural components) of all the par-
ties who have an interest in the build-
ing. 

(B) Special rules. In the case of a 
building that is leased to one or more 
tenants in whole or inpart, the ad-
justed basis of the building is deter-
mined by adding the adjusted basis of 
the owner (lessor) in the building to 
the adjusted basis of the lessee (or les-
sees) in the leasehold and any leasehold 
improvements that are structural com-
ponents of the building. Similarly, in 
the case of a building that is divided 
into condominium units, the adjusted 
basis of the building means the aggre-
gate adjusted basis of all of the respec-
tive condominium owners (including 
the basis of any lessee in the leasehold 
and leasehold improvements) in the 
building (and its structural compo-
nents). If the adjusted basis of a build-

ing would be determined in whole or in 
part by reference to the adjusted basis 
of a person or persons other than the 
taxpayer (e.g., a rehabilitation by a 
lessee) and the taxpayer is unable to 
obtain the required information, the 
taxpayer must establish by clear and 
convincing evidence that the adjusted 
basis of such person or persons in the 
building on the date specified in para-
graph (b)(2)(ii) of this section is an 
amount that is less than the amount of 
qualified rehabilitation expenditures 
incurred by the taxpayer. If no such 
amount can be so established, the ad-
justed basis of the building will be 
deemed to be the fair market value of 
the building on the relevant date. For 
purposes of determining the adjusted 
basis of a building, the portion of the 
adjusted basis of a building that is allo-
cable to an addition (within the mean-
ing of paragraph (b)(4)(ii) of this sec-
tion) to the building that does not 
meet the age requirement in paragraph 
(b)(4)(i) of this section shall be dis-
regarded. (See paragraph (b)(2)(vii) of 
this section for the rule applicable to 
the determination of the adjusted basis 
of a building when qualified rehabilita-
tion expenditures are treated as in-
curred by the taxpayer.) 

(iv) Rehabilitation. Rehabilitation in-
cludes renovation, restoration, or re-
construction of a building, but does not 
include an enlargement (within the 
meaning of paragraph (c)(10) of this 
section) of new construction. The de-
termination of whether expenditures 
are attributable to the rehabilitation 
of an existing building or to new con-
struction shall be based upon all the 
facts and circumstances. 

(v) Special rule for phased rehabilita-
tion. In the case of any rehabilitation 
that may reasonably be expected to be 
completed in phases set forth in writ-
ten architectural plans and specifica-
tions completed before the physical 
work on the rehabilitation begins, 
paragraphs (b)(2) (i), (ii), and (vii) of 
this section shall be applied by sub-
stituting ‘‘60-month period’’ for ‘‘24- 
month period.’’ A rehabilitation may 
reasonably be expected to be completed 
in phases if it consists of two or more 
distinct stages of development. The de-
termination of whether a rehabilita-
tion consists of distinct stages and 

VerDate Aug<04>2004 20:14 May 04, 2005 Jkt 205083 PO 00000 Frm 00394 Fmt 8010 Sfmt 8010 Y:\SGML\205083.XXX 205083



385 

Internal Revenue Service, Treasury § 1.48–12 

therefore may reasonably be expected 
to be completed in phases shall be 
made on the basis of all the relevant 
facts and circumstances in existence 
before physical work on the rehabilita-
tion begins. For purposes of this para-
graph and paragraph (a)(2)(iii) of this 
section, written plans that describe 
generally all phases of the rehabilita-
tion process shall be treated as written 
architectural plans and specifications. 
Such written plans are not required to 
contain detailed working drawings or 
detailed specifications of the materials 
to be used. In addition, the taxpayer 
may include a description of work to be 
done by lessees in the written plans. 
For example, where the owner of a va-
cant four story building plans to reha-
bilitate two floors of the building and 
plans to require, as a condition of any 
lease, that tenants of the other two 
floors must rehabilitate those floors, 
the requirements of this paragrpah 
(b)(2)(v) shall be met if the owner pro-
vides written plans for the rehabilita-
tion work to be done by the owner and 
a description of the rehabilitation 
work that the tenants will be required 
to complete. The work required of the 
tenants may be described in the writ-
ten plans in terms of minimum speci-
fications (e.g., as to lighting, wiring, 
materials, appearance) that must be 
met by such tenants. See paragraph 
(b)(6)(i) of this section for the defini-
tion of physical work on a rehabilita-
tion. 

(vi) Treatment of expenses incurred by 
persons who have an interest in the build-
ing. For purposes of the substantial re-
habilitation test in paragraph (b)(2)(i) 
of this section, the taxpayer may take 
into account qualified rehabilitation 
expenditures incurred during the same 
rehabilitation process by any other 
person who has an interest in the 
building. Thus, for example, to deter-
mine whether a building has been sub-
stantially rehabilitated, a lessee may 
include the expenditures of the lessor 
and of other lessees; a condominium 
owner may include the expenditures in-
curred by other condominium owners; 
and an owner may include the expendi-
tures of the lessees. 

(vii) Special rules when qualified reha-
bilitation expenditures are treated as in-
curred by the taxpayer. In the case 

where qualified rehabilitation expendi-
tures are treated as having been in-
curred by a taxpayer under paragraph 
(c)(3)(ii) of this section, the transferee 
shall be treated as having incurred the 
expenditures incurred by the transferor 
on the date that the transferor in-
curred the expenditures within the 
meaning of paragraph (c)(3)(i) of this 
section. For purposes of the substantial 
rehabilitation test in paragrpah 
(b)(2)(i) of this section, the transferee’s 
adjusted basis in the building shall be 
determined as of the beginning of the 
first day of a 24-month period, or the 
first day of the transferee’s holding pe-
riod, whichever is later, as provided in 
paragraph (b)(2)(ii) of this section. The 
transferee’s basis as of the first day of 
the transferee’s holding period for pur-
poses of the substantial rehabilitation 
test in paragraph (b)(2)(i) of this sec-
tion, however, shall be considered to be 
equal to the transferee’s basis in the 
building on such date less— 

(A) The amount of any qualified re-
habilitation expenditures incurred (or 
treated as having been incurred) by the 
transferor during the 24-month period 
that are treated as having been in-
curred by the transferee under para-
graph (c)(3)(ii) of this section, and 

(B) The amount of qualified rehabili-
tation expenditures incurred before the 
transfer and during the 24-month pe-
riod by any other person who has an in-
terest in the building (e.g., a lessee of 
the transferor). The preceding sentence 
shall not apply, however, unless the 
transferee’s basis in the building is de-
termined with reference to (1) the 
transferee’s cost of the building (in-
cluding the rehabilitation expendi-
tures), (2) the transferor’s basis in the 
building (where such basis includes the 
amount of the expenditures), or (3) any 
other amount that includes the cost of 
the rehabilitation expenditures. In the 
event that the transferee’s basis is de-
termined with reference to an amount 
not described above (e.g., transferee’s 
basis in one building is determined 
with reference to the transferee’s basis 
in another building under section 
1031(d)), the amount of the expendi-
tures incurred by the transferor and 
treated as having been incurred by the 
transferee are not deducted from the 
transferee’s basis for purposes of the 
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substantial rehabilitation test. If a 
transferee’s basis is determined under 
section 1014, any expenditures incurred 
by the decedent within the measuring 
period that are treated as having been 
incurred by the transferee under para-
graph (c)(3)(ii) of this section shall de-
crease the transferee’s basis for pur-
poses of the substantial rehabilitation 
test. 

(viii) Statement of adjusted basis, meas-
uring period, and qualified rehabilitation 
expenditures. In the case of any tax re-
turn filed after August 27, 1985, on 
which an investment tax credit for 
property, described in section 
48(a)(1)(E) is claimed, the taxpayer 
shall indicate by way of a marginal no-
tation on, or a supplemental statement 
attached to, Form 3468— 

(A) The beginning and ending dates 
for the measuring period selected by 
the taxpayer under section 48(g)(1)(C)(i) 
and paragraph (b)(2) of this section, 

(B) The adjusted basis of the building 
(within the meaning of paragraph (b)(2) 
(iii) or (vii) of this section) as of the be-
ginning of such measuring period, and 

(C) The amount of qualified rehabili-
tation expenditures incurred, and 
treated as incurred, respectively, dur-
ing such measuring period. 

Furthermore, for returns filed after 
August 27, 1985, if the adjusted basis of 
the building for purposes of the sub-
stantial rehabilitation test is deter-
mined in whole or in part by reference 
to the adjusted basis of a person, or 
persons, other than the taxpayer (e.g., 
a rehabilitation by a lessee), the tax-
payer must attach to the Form 3468 
filed with the tax return on which the 
credit is claimed a statement addressed 
to the District Director, signed by such 
third party, that states the first day of 
the third party’s holding period and 
the amount of the adjusted basis of 
such third party in the building at the 
beginning of the measuring period or 
the first day of the holding period, 
whichever is later. If the taxpayer is 
unable to obtain the required informa-
tion, that fact should be indicated and 
the taxpayer should state the manner 
in which the adjusted basis was deter-
mined and, if different, the fair market 
value of the building on the relevant 
date. 

(ix) Partnerships and S corporations. If 
a building is owned by a partnership 
(i.e., the building is partnership prop-
erty) or an S corporation, the substan-
tial rehabilitation test shall be deter-
mined at the entity level. Thus, the en-
tity shall compare the amount of quali-
fied rehabilitation expenditures in-
curred during the measuring period 
against its basis in the building at the 
beginning of its holding period or the 
beginning of its measuring period, 
whichever is later. (See section 1223(2) 
for rules concerning the determination 
of a partnership’s holding period in the 
case of a contribution of property to 
the partnership meeting the require-
ments of section 721.) The adjusted 
basis of the building to a partnership 
shall be determined by taking into ac-
count any adjustments to the basis of 
the building made under section 743 
and section 734. Any adjustments to 
the building’s basis that are made 
under section 743 or section 734 after 
the beginning of the partnership’s hold-
ing period, but before the end of the 
measuring period, shall be deemed for 
purposes of the substantial rehabilita-
tion test to have been made on the first 
day of the partnership’s holding period. 
However, in such case, the partner-
ship’s basis in the building shall be re-
duced by the amount of qualified reha-
bilitation expenditures incurred by the 
partnership. In the case of any tax re-
turn filed after January 9, 1989 on 
which a credit is claimed by a partner 
or a shareholder of an S corporation for 
rehabilitation expenditures incurred by 
a partnership or an S corporation, the 
partner or shareholder shall indicate 
on the Form 3468 on which the credit is 
claimed the name, address, and identi-
fication number of the partnership or S 
corporation that incurred the rehabili-
tation expenditures, and the partner-
ship or S corporation shall, by way of a 
marginal notation on or a supple-
mental statement attached to the enti-
ty’s return, provide the information re-
quired by paragraph (b)(2)(viii) of this 
section. 

(x) Examples. The following examples 
illustrate the application of the sub-
stantial rehabilitation test in this 
paragraph (b)(2): 

Example 1. Assume that A, a calendar year 
taxpayer, purchases a building for $140,000 on 
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January 1, 1982, incurs qualified rehabilita-
tion expenditures in the amount of $48,000 (at 
the rate of $4,000 per month) in 1982, $100,000 
in 1983, and $20,000 (at the rate of $2,000 per 
month) in the first ten months of 1984, and 
places the rehabilitated building in service 
on October 31, 1984. Assume that A did not 
have written architectural plans and speci-
fications describing a phased rehabilitation 
within the meaning of paragraph (b)(2)(v) of 
this section in existence prior to the begin-
ning of physical work on the rehabilitation. 
For purposes of the substantial rehabilita-
tion test in paragraph (b)(2) of this section, 
A may select any 24-consecutive-month 
measuring period that ends in 1984, the tax-
able year in which the rehabilitated building 
was placed in service. Assume that on A’s 
1984 return, A selects a measuring period be-
ginning on February 1, 1982, and ending on 
January 31, 1984, and specifies that A’s basis 
in the building (within the meaning of sec-
tion 1011(a)) was $144,000 on February 1, 1982 
($140,000+$4,000). (The $4,000 of rehabilitation 
expenditures incurred during January 1982 
are included in A’s basis under section 1011 
even though such property has not been 
placed in service.) The amount of qualified 
rehabilitation expenditures incurred during 
the measuring period was $146,000 ($44,000 
from February 1 to December 31, 1982, plus 
$100,000 in 1983, plus $2,000 in January 1984). 
The building shall be treated as ‘‘substan-
tially rehabilitated’’ within the meaning of 
this paragraph (b)(2) for A’s 1984 taxable year 
because the $146,000 of expenditures incurred 
by A during the measuring period exceeded 
A’s adjusted basis of $144,000 at the beginning 
of the period. If the other requirements of 
section 48(g)(1) and this paragraph are met, 
the building is treated as a qualified reha-
bilitated building, and A can treat as quali-
fied rehabilitation expenditures the amount 
of $168,000 (i.e., $146,000 of expenditures in-
curred during the measuring period, $4,000 of 
expenditures incurred prior to the beginning 
of the measuring period as part of the reha-
bilitation process, and $18,000 of expenditures 
incurred after the measuring period during 
the taxable year within which the measuring 
period ends (See paragraph (c)(6) of this sec-
tion.)). The result would generally be the 
same if the property attributable to the re-
habilitation expenditures was placed in serv-
ice as the expenditures were incurred, but A 
would have $148,000 of qualified rehabilita-
tion expenditures for 1983 and $20,000 of 
qualified rehabilitation expenditures for 
1984. (See paragraph (f)(2) of this section). 

Example 2. Assume the same facts as in ex-
ample 1, except that additional rehabilita-
tion expenditures are incurred after the por-
tion of the basis of the building attributable 
to qualified rehabilitation expenditures was 
placed in service on October 31, 1984. Such 
expenditures are incurred through the end of 
1984 and in 1985 when the portion of the basis 

attributable to the additional expenditures 
is placed in service. The fact that the build-
ing qualified as a substantially rehabilitated 
building for A’s 1984 taxable year has no ef-
fect on whether the building is a qualified re-
habilitated building for property placed in 
service in A’s 1985 taxable year. In order to 
determine whether the building is a qualified 
rehabilitated building for A’s 1985 taxable 
year, A must select a measuring period that 
ends in 1985 and compare the expenditures 
incurred within that period with the ad-
justed basis as of the beginning of the period. 
Solely for the purpose of determining wheth-
er the building was substantially rehabili-
tated for A’s 1985 taxable year, expenditures 
incurred during 1983 and 1984, even though 
considered in determining whether the build-
ing was substantially rehabilitated in 1984, 
may also be used to determine whether the 
building was substantially rehabilitated for 
A’s 1985 taxable year, provided the expendi-
tures were incurred during any 24-month 
measuring period selected by A that ends in 
1985. 

Example 3. (i) Assume the B purchases a 
building for $100,000 on January 1, 1982, and 
leases the building to C who rehabilitates 
the building. Assume that C, a calendar year 
taxpayer, places the property with respect to 
which rehabilitation expenditures were made 
in service in 1982 and selects December 31, 
1982, as the end of the measuring period for 
purposes of the substantial rehabilitation 
test. The beginning of the measuring period 
is January 2, 1982, the beginning of B’s hold-
ing period under section 1250(e), and the ad-
justed basis of the building is $100,000. Ac-
cordingly, if C incurred more than $100,000 of 
qualified rehabilitation expenditures during 
1982, the building would be substantially re-
habilitated within the meaning of paragraph 
(b)(2)(i) of this section. 

(ii) Assume the facts of example 3(i), ex-
cept that after C begins physical work on the 
rehabilitation, but before C incurs $100,000 of 
expenditures, D acquires the building, sub-
ject to C’s lease, from B for $200,000. D’s hold-
ing period under section 1250(e) begins on the 
day after D acquired the building, and C’s ad-
justed basis for purposes of the substantial 
rehabilitation test is $200,000, less the 
amount of expenditures incurred by C before 
the transfer. (See paragraphs (b)(2) (ii) and 
(vii) of this section.) Accordingly, if C in-
curred more than $200,000 (less the amount of 
expenditures incurred prior to the transfer) 
of qualified rehabilitation expenditures dur-
ing 1982, the building would be substantially 
rehabilitated within the meaning of para-
graph (b)(2) of this section. Under paragraph 
(b)(2)(ii)(B) of this section, however, C’s ad-
justed basis for purposes of the substantial 
rehabilitation test would be $100,000 if C had 
substantially rehabilitated the building (i.e., 
incurred more than $100,000 in rehabilitation 
expenditures) prior to B’s sale to D. 

VerDate Aug<04>2004 20:14 May 04, 2005 Jkt 205083 PO 00000 Frm 00397 Fmt 8010 Sfmt 8010 Y:\SGML\205083.XXX 205083



388 

26 CFR Ch. I (4–1–05 Edition) § 1.48–12 

Example 4. E owns a building with a basis of 
$10,000 and E incurs $5,000 of rehabilitation 
expenditures. Before completing the reha-
bilitation project, E sells the building to F 
for $30,000. Assume that F is treated under 
paragraph (c)(3)(ii) of this section as having 
incurred the $5,000 of rehabilitation expendi-
tures actually incurred by E. Because F’s 
basis in the building is determined under sec-
tion 1011 with reference to F’s $30,000 cost of 
the building (which includes the property at-
tributable to E’s rehabilitation expendi-
tures), F’s basis for purposes of the substan-
tial rehabilitation test is $25,000 ($30,000 cost 
basis less $5,000 rehabilitation expenditures 
treated as if incurred by F). (See paragraph 
(b)(2)(vii) of this section.) F would thus be re-
quired to incur more than $20,000 of rehabili-
tation expenditures (in addition to the $5,000 
incurred by E and treated as having been in-
curred by F) during a measuring period se-
lected by F to satisfy the substantial reha-
bilitation test. 

Example 5. G owns Building I with a basis 
of $10,000 and a fair market value of $20,000. 
H owns Building II with a basis of $5,000 and 
a fair market value of $20,000, with respect to 
which H has incurred $1,000 of rehabilitation 
expenditures. G and H exchange their build-
ings in a transaction that qualifies for non-
recognition treatment under section 1031. 
Assume that G is treated under paragraph 
(c)(3)(ii) of this section as having incurred 
$1,000 of rehabilitation expenditures. G’s 
basis in Building II, computed under section 
1031(d), is $10,000. G’s basis in Building II is 
not determined with reference to (A) the cost 
of Building II, (B) H’s basis in Building II (in-
cluding the cost of the rehabilitation ex-
penditures) or (C) any other amount that in-
cludes the cost of expenditures, but is in-
stead determined with reference to G’s basis 
in other property (Building I). Therefore, G’s 
basis in Building II for purposes of the sub-
stantial rehabilitation test is not reduced by 
the $1,000 of rehabilitation expenditures 
treated as if incurred by G. (See paragraph 
(b)(2)(vii) of this section.) Accordingly, G’s 
basis in Building II for purposes of the sub-
stantial rehabilitation test is $10,000, and G 
must incur additional rehabilitation expend-
itures in excess of $9,000 within a measuring 
period selected by G to satisfy the test. 

(3) Retention of existing external walls 
and internal structural framework—(i) In 
general—(A) Property placed in service 
after December 31, 1986. Except in the 
case of property that qualifies for the 
transition rules in paragraphs (a)(2)(iv) 
(B) and (C) of this section, in the case 
of property that is placed in service 
after December 31, 1986, a building 
(other than a certified historic struc-
ture) meets the requirement in para-

graph (b)(1)(iii) of this section only if 
in the rehabilitation process— 

(1) 50 percent or more of the existing 
external walls of such building are re-
tained in place as external walls; 

(2) 75 percent or more of the existing 
external walls of such building are re-
tained in place as internal or external 
walls; and 

(3) 75 percent or more of the internal 
structural framework of such building 
(as defined in paragraph (b)(3)(iii) of 
this section) is retained in place. 

(B) Expenditures incurred before Janu-
ary 1, 1984, for property placed in service 
before January 1, 1987. With respect to 
rehabilitation expenditures incurred 
before January 1, 1984, for property 
that is either placed in service before 
January 1, 1987, or that qualifies for 
the transition rules in paragraph 
(a)(2)(iv) (B) or (C) of this section, a 
building meets the requirement in 
paragraph (b)(1)(iii) of this section only 
if 75 percent or more of the existing ex-
ternal walls of the building are re-
tained in place as external walls in the 
rehabilitation process. If an addition to 
a building is not treated as part of a 
qualified rehabilitated building be-
cause it does not meet the 30-year re-
quirement in paragraph (b)(4)(i)(B) of 
this section, then the external walls of 
such addition shall not be considered 
to be existing external walls of the 
building for purposes of section 
48(g)(1)(A)(iii) (as in effect prior to en-
actment of the Tax Reform Act of 
1986), and this section. 

(C) Expenditures incurred after Decem-
ber 31, 1983, for property placed in service 
before January 1, 1987. With respect to 
expenditures incurred after December 
31, 1983, for property that is either 
placed in service before January 1, 1987, 
or that qualifies for the transition 
rules in paragraph (a)(2)(iv) (B) or (C) 
of this section, the requirement of 
paragraph (b)(1)(iii) of this section is 
satisfied only if in the rehabilitation 
process either the existing external 
wall retention requirement in para-
graph (b)(3)(i) (B) of this section is sat-
isfied, or: 

(1) 50 percent or more of the existing 
external walls of the building are re-
tained in place as external walls, 
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(2) 75 percent or more of the existing 
external walls are retained in place as 
internal or external walls, and 

(3) 75 percent or more of the existing 
internal structural framework of such 
building is retained in place. 

(D) Area of external walls and internal 
structural framework. The determina-
tions required by paragraphs (b)(3)(i) 
(A), (B), and (C) of this section shall be 
based upon the area of the external 
walls or internal structural framework 
that is retained in place compared to 
the total area of each prior to the reha-
bilitation. The area of the existing ex-
ternal walls and internal structural 
framework of a building shall be deter-
mined prior to any destruction, modi-
fication, or construction of external 
walls or internal structural framework 
that is undertaken by any party in an-
ticipation of the rehabilitation. 

(ii) Definition of external wall. For 
purposes of this paragraph (b), a wall 
includes both the supporting elements 
of the wall and the nonsupporting ele-
ments, (e.g., a curtain, windows or 
doors) of the wall. Except as otherwise 
provided in this paragraph (b)(3), the 
term ‘‘external wall’’ includes any wall 
that has one face exposed to the weath-
er, earth, or an abutting wall of an ad-
jacent building. The term ‘‘external 
wall’’ also includes a shared wall (i.e., a 
single wall shared with an adjacent 
building), generally referred to as a 
‘‘party wall,’’ provided that the shared 
wall has no windows or doors in any 
portion of the wall that does not have 
one face exposed to the weather, earth, 
or an abutting wall. In general, the 
term ‘‘external wall’’ includes only 
those external walls that form part of 
the outline or perimeter of the building 
or that surround an uncovered court-
yard. Therefore, the walls of an uncov-
ered internal shaft, designed solely to 
bring light or air into the center of a 
building, which are completely sur-
rounded by external walls of the build-
ing and which enclose space not des-
ignated for occupancy or other use by 
people (other than for maintenance or 
emergency), are not considered exter-
nal walls. Thus, for example, a wall of 
a light well in the center of a building 
is not an external wall. However, walls 
surrounding an outdoor space which is 

usable by people, such as a courtyard, 
are external walls. 

(iii) Definition of internal structural 
framework. For purposes of this section, 
the term ‘‘internal structural frame-
work’’ includes all load-bearing inter-
nal walls and any other internal struc-
tural supports, including the columns, 
girders, beams, trusses, spandrels, and 
all other members that are essential to 
the stability of the building. 

(iv) Retained in place. An existing ex-
ternal wall is retained in place if the 
supporting elements of the wall are re-
tained in place. An existing external 
wall is not retained in place if the sup-
porting elements of the wall are re-
placed by new supporting elements. An 
external wall is retained in place, how-
ever, if the supporting elements are re-
inforced in the rehabilitation, provided 
that such supporting elements of the 
external wall are retained in place. An 
external wall also is retained in place 
if it is covered (e.g., with new siding). 
Moreover, an external wall is retained 
in place if the existing curtain is re-
placed with a new curtain, provided 
that the structural framework that 
provides for the support of the existing 
curtain is retained in place. An exter-
nal wall is retained in place notwith-
standing that the existing doors and 
windows in the wall are modified, 
eliminated, or replaced. An external 
wall is retained in place if the wall is 
disassembled and reassembled, pro-
vided the same supporting elements are 
used when the wall is reassembled and 
the configuration of the external walls 
of the building after the rehabilitation 
is the same as it was before the reha-
bilitation process commenced. Thus, 
for example, a brick wall is considered 
retained in place even though the origi-
nal bricks are removed (for cleaning, 
etc.) and replaced to form the wall. The 
principles of this paragraph (b)(3)(iv) 
shall also apply to determine whether 
internal structural framework of the 
building is retained in place. 

(v) Effect of additions. If an existing 
external wall is converted into an in-
ternal wall (i.e., a wall that is not an 
external wall), the wall is not retained 
in place as an external wall for pur-
poses of this section. 
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(vi) Examples. The provisions of this 
paragraph (b)(3) may be illustrated by 
the following examples: 

Example 1. Taxpayer A rehabilitated a 
building all of the walls of which consisted of 
wood siding attached to gypsum board sheets 
(which covered the supporting elements of 
the wall, i.e., studs). A covered the existing 
wood siding with aluminum siding as part of 
a rehabilitation that otherwise qualified 
under this subparagraph. The addition of the 
aluminum siding does not affect the status 
of the existing external walls as external 
walls and they would be considered to have 
been retained in place. 

Example 2. Taxpayer B rehabilitated a 
building, the external walls of which had a 
masonry curtain. The masonry on the wall 
face was replaced with a glass curtain. The 
steel beam and girders supporting the exist-
ing masonry curtain were retained in place. 
The walls of the building are considered to 
be retained in place as external walls, not-
withstanding the replacement of the curtain. 

Example 3. Taxpayer C rehabilitated a 
building that has two external walls meas-
uring 75′ × 20′ and two other external walls 
measuring 100′ × 20′. C demolished one of the 
larger walls, including its supporting ele-
ments and constructed a new wall. Because 
one of the larger walls represents more than 
25 percent of the area of the building’s exter-
nal walls, C has not satisfied the require-
ments that 75 percent of the existing exter-
nal walls must be retained in place as either 
internal or external walls. If however, C had 
not demolished the wall, but had converted 
it into an internal wall (e.g., by building a 
new external wall), the building would sat-
isfy the external wall requirements. 

Example 4. The facts are the same as in ex-
ample 3, except that C does not tear down 
any walls, but builds an addition that results 
in one of the smaller walls becoming an in-
ternal wall. In addition, C enlarged 8 of the 
existing windows on one of the larger walls, 
increasing them from a size of 3′ × 4′ to 6′ × 
8′. Since the smaller wall accounts for less 
than 25 percent of the total wall area, C has 
satisfied the requirement that 75 percent of 
the existing external walls must be retained 
in place as external walls in the rehabilita-
tion process. The enlargement of the existing 
windows on the larger wall does not affect 
its status as an external wall. 

Example 5. Taxpayer D rehabilitated a 
building that was in the center of a row of 
three buildings. The building being rehabili-
tated by D shares its side walls with the 
buildings on either side. The shared walls 
measure 100′ × 20′ and the rear and front 
walls measure 75′ × 20′. As part of a rehabili-
tation, D tears down and replaces the front 
wall. Because the shared walls as well as the 
front and back walls are considered external 
walls and the front wall accounts for less 

than 25 percent of the total external wall 
area (including the shared walls), D has sat-
isfied the requirement that 75 percent of the 
existing external walls must be retained in 
place as external walls in the rehabilitation 
process. 

(4) Age requirement—(i) In general—(A) 
Property placed in service after December 
31, 1986. Except in the case of property 
that qualifies for the transition rules 
in paragraph (a)(2)(iv) (B) or (C) of this 
section, a building other than a cer-
tified historic structure shall not be 
considered a qualified rehabilitated 
building unless the building was first 
placed in service (within the meaning 
of § 1.46–3(d)) before January 1, 1936. 

(B) Property placed in service before 
January 1, 1987, and property qualifying 
under a transition rule. In the case of 
property placed in service before Janu-
ary 1, 1987, and property that qualifies 
under the transition rules in paragraph 
(a)(2)(iv) (B) or (C) of this section, a 
building other than a certified historic 
structure is considered a qualified re-
habilitated building only if a period of 
at least 30 years has elasped between 
the date physical work on the rehabili-
tation of the building began and the 
date the building was first placed in 
service (within the meaning of § 1.46– 
3(d)) as a building by any person. 

(ii) Additions. A building that was 
first placed in service before 1936 in the 
case described in paragraph (b)(4)(i)(A) 
of this section, or at least 30 years be-
fore physical work on the rehabilita-
tion began in the case described in 
paragraph (b)(4)(i)(B) of this section, 
will not be disqualified because addi-
tions to such building have been added 
since 1936 in the case described in para-
graph (b)(4)(i)(A) of this section, or are 
less than 30 years old in the case de-
scribed in paragraph (b)(4)(i)(B) of this 
section. Such additions, however, shall 
not be treated as part of the qualified 
rehabilitated building. The term ‘‘ad-
dition’’ means any construction that 
resulted in any portion of an external 
wall becoming an internal wall, that 
resulted in an increase in the height of 
the building, or that increased the vol-
ume of the building. 

(iii) Vacant periods. The determina-
tions required by paragraph (b)(4)(i) of 
this section include periods during 
which a building was vacant or devoted 
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to a personal use and is computed with-
out regard to the number of owners or 
the identify of owners during the pe-
riod. 

(5) Location at which the rehabilitation 
occurs. A building, other than a cer-
tified historic structure is not a quali-
fied rehabilitated building unless it has 
been located where it is rehabilitated 
since before 1936 in the case described 
in paragraph (b)(4)(i)(A) of this section. 
Similarly, in the case described in 
paragraph (b)(4)(i)(B) of this section, a 
building, other than a certified historic 
structure, is not a qualified rehabilita-
tion building unless it has been located 
where it is rehabilitated for the thirty- 
year period immediately preceding the 
date physical work on the rehabilita-
tion began in the case of a ‘‘30-year 
building’’ or the forty-year period im-
mediately preceding the date physical 
work on the rehabilitation began in the 
case of a ‘‘40-year building.’’ (See
§ 1.46–1(q)(1)(iii) for the definitions of 
‘‘30-year building’’ and ‘‘40-year build-
ing.’’) 

(6) Definition and special rule—(i) 
Physical work on a rehabilitation. For 
purposes of this section, ‘‘physical 
work on a rehabilitation’’ begins when 
actual construction, or destruction in 
preparation for construction, begins. 
The term ‘‘physical work on a rehabili-
tation,’’ however, does not include pre-
liminary activities such as planning, 
designing, securing financing, explor-
ing, researching, developing plans and 
specifications, or stabilizing a building 
to prevent deterioration (e.g., placing 
boards over broken windows). 

(ii) Special rule for adjoining buildings 
that are combined. For purposes of this 
paragraph (b), if as part of a rehabilita-
tion process two or more adjoining 
buildings are combined and placed in 
service as a single building after the re-
habilitation process, then, at the elec-
tion of the taxpayer, all of the require-
ments for a qualified rehabilitated 
building in section 48(g)(1) and this sec-
tion may be applied to the constituent 
adjoining buildings in the aggregate. 
For example, if such requirements are 
applied in the aggregate, any shared 
walls or abutting walls between the 
constituent buildings that would other-
wise be treated as external walls (with-
in the meaning of paragraph (b)(3) of 

this section) would not be treated as 
external walls of the building, and the 
substantial rehabilitation test in para-
graph (b)(2) of this section would be ap-
plied to the aggregate expenditures 
with respect to all of the constituent 
buildings and to the aggregate adjusted 
basis of all of the constituent build-
ings. A taxpayer shall elect the special 
rule of this paragraph (b)(6)(ii) for ad-
joining buildings by indicating by way 
of a marginal notation on, or a supple-
mental statement attached to, the 
Form 3468 on which a credit is first 
claimed for qualified rehabilitation ex-
penditures with respect to such build-
ings that such buildings are a single 
qualified rehabilitated building be-
cause of the application of the special 
rule in this paragraph (b)(6)(ii). 

(c) Definition of qualified rehabilitation 
expenditures—(1) In general. Except as 
otherwise provided in paragraph (c)(7) 
of this section, the term ‘‘qualified re-
habilitation expenditure’’ means any 
amount that is— 

(i) Properly chargeable to capital ac-
count (as described in paragraph (c)(2) 
of this section), 

(ii) Incurred by the taxpayer after 
December 31, 1981 (as described in para-
graph (c)(3) of this section), 

(iii) For property for which deprecia-
tion is allowable under section 168 and 
which is real property described in 
paragraph (c)(4) of this section, and 

(iv) Made in connection with the re-
habilitation of a qualified rehabilitated 
building (as described in paragraph 
(c)(5) of this section). 

(2) Chargeable to capital account. For 
purposes of paragraph (c)(1) of this sec-
tion, amounts are chargeable to capital 
account if they are properly includible 
in computing basis of real property 
under § 1.46–3(c). Amounts treated as an 
expense and deducted in the year they 
are paid or incurred or amounts that 
are otherwise not added to the basis of 
real property described in paragraph 
(c)(4) of this section do not qualify. For 
purposes of this paragraph (c), amounts 
incurred for architectural and engi-
neering fees, site survey fees, legal ex-
penses, insurance premiums, develop-
ment fees, and other construction re-
lated costs, satisfy the requirement of 
this paragraph (c)(2) if they are added 
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to the basis of real property that is de-
scribed in paragraph (c)(4) of this sec-
tion. Construction period interest and 
taxes that are amortized under section 
189 (as in effect prior to its repeal by 
the Tax Reform Act of 1986) do not sat-
isfy the requirement of this paragraph 
(c)(2). If, however, such interest and 
taxes are treated by the taxpayer as 
chargeable to capital account with re-
spect to property described in para-
graph (c)(4) of this section, they shall 
be treated in the same manner as other 
costs described in this paragraph (c)(2). 
Any construction period interest or 
taxes or other fees or costs incurred in 
connection with the acquisition of a 
building, any interest in a building, or 
land, are subject to paragraph (c)(7)(ii) 
of this section. See paragraph (c)(9) of 
this section for additional rules con-
cerning interest. 

(3) Incurred by the taxpayer—(i) In 
general. Qualified rehabilitation ex-
penditures are incurred by the tax-
payer for purposes of this section on 
the date such expenditures would be 
considered incurred under an accrual 
method of accounting, regardless of the 
method of accounting used by the tax-
payer with respect to other items of in-
come and expense. If qualified rehabili-
tation expenditures are treated as hav-
ing been incurred by a taxpayer under 
paragraph (c)(3)(ii) of this section, the 
taxpayer shall be treated as having in-
curred the expenditures on the date 
such expenditures were incurred by the 
transferor. 

(ii) Qualified rehabilitation expendi-
tures treated as incurred by the tax-
payer—(A) Where rehabilitation ex-
penditures are incurred with respect to 
a building by a person (or persons) 
other than the taxpayer and the tax-
payer subsequently acquires the build-
ing, or a portion of the building to 
which some or all of the expenditures 
are allocable (e.g., a condominium unit 
to which rehabilitation expenditures 
have been allocated), the taxpayer ac-
quiring such property shall be treated 
as having incurred the rehabilitation 
expenditures actually incurred by the 
transferor (or treated as incurred by 
the transferor under this paragraph 
(c)(3)(ii)) allocable to the acquired 
property, provided that— 

(1) The building, or the portion of the 
building, acquired by the taxpayer was 
not used (or, if later, was not placed in 
service (as defined in paragraph (f)(2) of 
this section)) after the rehabilitation 
expenditures were incurred and prior to 
the date of acquisition, and 

(2) No credit with respect to such 
qualified rehabilitation expenditures is 
claimed by anyone other than the tax-
payer acquiring the property. For pur-
poses of this paragraph (c)(3)(ii), use 
shall mean actual use, whether per-
sonal or business. In the case of a 
building that is divided into condo-
minium units, expenditures attrib-
utable to the common elements shall 
be allocable to the individual condo-
minium units in accordance with the 
principles of paragraph (c)(10)(ii) of 
this section. Furthermore, for purpose 
of this paragraph (c)(3)(ii), a condo-
minium unit’s share of the common 
elements shall not be considered to 
have been used (or placed in service) 
prior to the time that the particular 
condominium unit is used. 

(B) The amount of rehabilitation ex-
penditures described in paragraph 
(c)(3)(ii)(A) of this section treated as 
incurred by the taxpayer under this 
paragraph shall be the lesser of— 

(1) The amount of rehabilitation ex-
penditures incurred before the date on 
which the taxpayer acquired the build-
ing (or portion thereof) to which the 
rehabilitation expenditures are attrib-
utable, or 

(2) The portion of the taxpayer’s cost 
or other basis for the property that is 
properly allocable to the property re-
sulting from the rehabilitation expend-
itures described in paragraph 
(c)(3)(ii)(B)(1) of this section. 

(C) For purposes of this paragraph 
(c)(3)(ii), the amount of rehabilitation 
expenditures treated as incurred by the 
taxpayer under this paragraph (c) shall 
not be treated as costs for the acquisi-
tion of a building. The portion of the 
cost of acquiring a building (or an in-
terest therein) that is not treated 
under this paragraph as qualified reha-
bilitation expenditures incurred by the 
taxpayer is not treated as section 38 
property in the hands of the acquiring 
taxpayer. (See paragraph (c)(7)(ii) of 
this section.) (See paragraph (b)(2)(vii) 
for rules concerning the application of 
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the substantial rehabilitation test 
when expenditures are treated as in-
curred by the taxpayer.) 

(iii) Examples. The provisions of this 
paragraph (c) may be illustrated by the 
following examples: 

Example 1. In 1981, A, a taxpayer using the 
cash receipts and disbursements method of 
accounting, commenced the rehabilitation of 
a 30-year old building. In June 1981, A signed 
a contract with a plumbing contractor for 
replacement of the plumbing in the building. 
A agreed to pay the contractor as soon as the 
work was completed. The work was com-
pleted in December 1981, but A did not pay 
the amount due until January 15, 1982. The 
expenditures for the plumbing are not quali-
fied rehabilitation expenditures (within the 
meaning of this paragraph (c)) because they 
were not incurred under an accrual method 
of accounting after December 31, 1981. 

Example 2. B incurred qualified rehabilita-
tion expenditures of $300,000 with respect to 
an existing building between January 1, 1982, 
and May 15, 1982, and then sold the building 
to C on June 1, 1982. The portion of the build-
ing to which the expenditures were allocable 
was not used by B or any other person during 
the period from January 1, 1982, to June 1, 
1982, and neither B nor any other person 
claimed the credit. Consequently, C will be 
treated as having incurred the expenditures 
on the dates that B incurred the expendi-
tures. 

Example 3. D, a taxpayer using the cash re-
ceipts and disbursements method of account-
ing, begins the rehabilitation of a building 
on January 11, 1982. Prior to May 1, 1982, D 
makes rehabilitation expenditures of $16,000. 
On May 3, 1982, D sells the building, the land, 
and the property attributable to the reha-
bilitation expenditures to E for $35,000. The 
purchase price is properly allocable as fol-
lows: 
Land .................................................. $5,000 
Existing building ............................... 11,000 
Property attributable to rehabilita-

tion expenditures ........................... 19,000 

Total purchase price ....... 35,000 

The property attributable to the rehabili-
tation expenditures is placed in service by E 
on September 5, 1982. E may treat a portion 
of the $35,000 purchase price as rehabilitation 
expenditures paid or incurred by him. Since 
the rehabilitation expenditures paid by D 
($16,000) are less than the portion of the pur-
chase price properly allocable to property at-
tributable to these expenditures ($19,000), E 
may treat only $16,000 as rehabilitation ex-
penditures paid or incurred by him. The ex-
cess of the purchase price allocable to reha-
bilitation expenditures ($19,000) over the re-
habilitation expenditures paid by D ($16,000), 
or $3,000, is treated as the cost of acquiring 

an interest in the building and is not a quali-
fied rehabilitation expenditure treated as in-
curred by E. 

Example 4. The facts are the same as in ex-
ample 3, except that the purchase price prop-
erly allocable to the property attributable to 
rehabilitation expenditures is $15,000. Under 
these circumstances, E may treat only 
$15,000 of D’s $16,000 expenditures as rehabili-
tation expenditures paid by D. The excess of 
the rehabilitation expenditures paid by D 
($16,000) over the purchase price allocable to 
rehabilitation expenditures ($15,000), or 
$1,000, is treated as the cost of acquiring an 
interest in the building and is not a qualified 
rehabilitation expenditure treated as in-
curred by E. 

(4) Incurred for depreciable real prop-
erty—(i) Property placed in service after 
December 31, 1986. Except as otherwise 
provided in paragraph (c)(4)(ii) of this 
section (relating to certain property 
that qualifies under a transition rule), 
in the case of property placed in serv-
ice after December 31, 1986, an expendi-
ture is incurred for depreciable real 
property for purposes of paragraph 
(c)(1)(iii) of this section, only if it is 
added to the depreciable basis of depre-
ciable property which is— 

(A) Nonresidential real property, 
(B) Residential rental property, 
(C) Real property which has a class 

life of more than 12.5 years, or 
(D) An addition or improvement to 

property described in paragraph 
(c)(4)(i) (A), (B), or (C) of this section. 
For purposes of this paragraph (c)(4)(i), 
the terms ‘‘nonresidential real prop-
erty’’, ‘‘residential rental property’’, 
and ‘‘class life’’ have the respective 
meanings given to such terms by sec-
tion 168 and the regulations there-
under. 

(ii) Property placed in service before 
January 1, 1987, and property that quali-
fies under a transition rule. In the case 
of property placed in service before 
January 1, 1987, and property placed in 
service after December 31, 1986, that 
qualifies for the transition rules in 
paragraph (a)(2)(iv) (B) or (C) of this 
section, an expenditure attributable to 
such property shall be a qualified reha-
bilitation expenditure only if such ex-
penditure is incurred for property that 
is real property (or additions or im-
provements to real property) with a re-
covery period (within the meaning of 
section 168 as in effect prior to its 
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amendment by the Tax Reform Act of 
1986) of 19 years (15 years for low-in-
come housing) and if the other require-
ments of this paragraph (c) are met. 
For purposes of this section, an expend-
iture is incurred for recovery property 
having a recovery period of 19 years 
only if the amount of the expenditure 
is added to the basis of property which 
is 19-year real property or 15-year real 
property in the case of low-income 
housing. For purposes of this section, 
the term ‘‘low-income housing’’ has the 
meaning given such term by section 
168(c)(2)(F) (as in effect prior to the 
amendments made by the Tax Reform 
Act of 1986). 

(5) Made in connection with the reha-
bilitation of a qualified rehabilitated 
building. In order for an expenditure to 
be a qualified rehabilitation expendi-
ture, such expenditure must be in-
curred in connection with a rehabilita-
tion (as defined in paragraph (b)(2)(iv) 
of this section) of a qualified rehabili-
tated building. Expenditures attrib-
utable to work done to facilities re-
lated to a building (e.g., sidewalk, 
parking lot, landscaping) are not con-
sidered made in connection with the re-
habilitation of a qualified rehabilitated 
building. 

(6) When expenditures may be incurred. 
An expenditure is a qualified rehabili-
tation expenditure only if the building 
with respect to which the expenditures 
are incurred is substantially rehabili-
tated (within the meaning of paragraph 
(b)(2) of this section) for the taxable 
year in which the property attributable 
to the expenditures is placed in service 
(i.e., the building is substantially reha-
bilitated during a measuring period 
ending with or within the taxable year 
in which a credit is claimed). (See 
paragraph (f)(2) of this section for rules 
relating to when property is placed in 
service.) Once the substantial rehabili-
tation test is met for a taxable year, 
the amount of qualified rehabilitation 
expenditures upon which a credit can 
be claimed for the taxable year is lim-
ited to expenditures incurred: 

(i) Before the beginning of a meas-
uring period during which the building 
was substantially rehabilitated that 
ends with or within the taxable year, 
provided that the expenditures were in-
curred in connection with the rehabili-

tation process that resulted in the sub-
stantial rehabilitation of the building; 

(ii) Within a measuring period during 
which the building was substantially 
rehabilitated that ends with or within 
the taxable year, and 

(iii) After the end of a measuring pe-
riod during which the building was sub-
stantially rehabilitated but prior to 
the end of the taxable year with or 
within which the measuring period 
ends. 

(7) Certain expenditures excluded from 
qualified rehabilitation expenditures. The 
term ‘‘qualified rehabilitation expendi-
tures’’ does not include the following 
expenditures: 

(i) Except as otherwise provided in 
paragraph (c)(8) of this section, any ex-
penditure with respect to which the 
taxpayer does not use the straight line 
method over a recovery period deter-
mined under section 168 (c) and (g). 

(ii) The cost of acquiring a building, 
any interest in a building (including a 
leasehold interest), or land, except as 
provided in paragraph (c)(3)(ii) of this 
section. 

(iii) Any expenditure attributable to 
an enlargement of a building (within 
the meaning of paragraph (c)(10) of this 
section). 

(iv) Any expenditure attributable to 
the rehabilitation of a certified his-
toric structure or a building located in 
a registered historic district, unless 
the rehabilitation is a certified reha-
bilitation. (See paragraph (d) of this 
section which contains definitions and 
special rules applicable to rehabili-
tations of certified historic structures 
and buildings located in registered his-
toric districts.) 

(v) Any expenditure of a lessee of a 
building or a portion of a building, if, 
on the date the rehabilitation is com-
pleted with respect to property placed 
in service by such lessee, the remaining 
term of the lease (determined without 
regard to any renewal period) is less 
than the recovery period determined 
under section 168(c) (or 19 years in the 
case of property placed in service be-
fore January 1, 1987, and property 
placed in service that qualifies under 
the transition rules in paragraph 
(a)(2)(iv)(B) or (C) of this section). 

(vi) Any expenditure allocable to 
that portion of a building which is (or 
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may reasonably be expected to be) tax- 
exempt use property (within the mean-
ing of section 168 and the regulations 
thereunder), except that the exclusion 
in this paragraph (c)(7)(vi) shall not 
apply for purposes of determining 
whether the building is a substantially 
rehabilitated building under paragraph 
(b)(2) of this section. 

(8) Requirement to use straight line de-
preciation—(i) Property placed in service 
after December 31, 1986. The requirement 
in section 48(g)(2)(B)(i) and paragraph 
(c)(7)(i) of this section to use straight 
line cost recovery does not apply to 
any expenditure to the extent that the 
alternative depreciation system of sec-
tion 168(g) applies to such expenditure 
by reason of section 168(g)(1) (B) or (C). 
In addition, the requirement in section 
48(g)(2)(B)(i) and paragraph (c)(7)(i) of 
this section applies only to the depre-
ciation of the portion of the basis of a 
qualified rehabilitated building that is 
attributable to qualified rehabilitation 
expenditures. 

(ii) Property placed in service before 
January 1, 1987, and property placed in 
service after December 31, 1986, that quali-
fies for a transition rule. In the case of 
expenditures attributable to property 
placed in service before January 1, 1987, 
and property that qualifies for the 
transition rules in paragraph (a)(2)(iv) 
(B) or (C) of this section, the term 
‘‘qualified rehabilitation expenditure’’ 
does not include an expenditure with 
respect to which an election was not 
made under section 168(b)(3) as in effect 
prior to its amendment by the Tax Re-
form Act of 1986, to use the straight 
line method of depreciation. In such 
case, the requirement that an election 
be made to use straight line cost recov-
ery applies only to the cost recovery of 
the portion of the basis of a qualified 
rehabilitated building that is attrib-
utable to qualified rehabilitation ex-
penditures. See section 168(f)(1), as in 
effect prior to its amendment by the 
Tax Reform Act of 1986, for rules relat-
ing to the use of different methods of 
cost recovery for different components 
of a building. In addition, such require-
ment shall not apply to any expendi-
ture to the extent that section 
168(f)(12) or (j), as in effect prior to the 
amendments made by the Tax Reform 

Act of 1986, applied to such expendi-
ture. 

(9) Cost of acquisition. For purposes of 
paragraph (c)(7)(ii) of this section, cost 
of acquisition includes any interest in-
curred on indebtedness the proceeds of 
which are attributable to the acquisi-
tion of a building, an interest in a 
building, or land open which a building 
exists. Interest incurred on a construc-
tion loan the proceeds of which are 
used for qualified rehabilitation ex-
penditures, however, is not treated as a 
cost of acquisition. 

(10) Enlargement defined—(i) In gen-
eral. A building is enlarged to the ex-
tent that the total volume of the build-
ing is increased. An increase in floor 
space resulting from interior remod-
eling is not considered an enlargement. 
The total volume of a building is gen-
erally equal to the product of the floor 
area of the base of the building and the 
height from the underside of the lowest 
floor (including the basement) to the 
average height of the finished roof (as 
it exists or existed). For this purpose, 
floor area is measured from the exte-
rior faces of external walls (other than 
shared walls that are external walls) 
and from the centerline of shared walls 
that are external walls. 

(ii) Rehabilitation that includes en-
largement. If expenditures for property 
only partially qualify as qualified reha-
bilitation expenditures because some of 
the expenditures are attributable to 
the enlargement of the building, the 
expenditures must be apportioned be-
tween the original portion of the build-
ing and the enlargement. The expendi-
tures must be specifically allocated be-
tween the original portion of the build-
ing and the enlargement to the extent 
possible. If it is not possible to make a 
specific allocation of the expenditures, 
the expenditures must be allocated to 
each portion on some reasonable basis. 
The determination of a reasonable 
basis for an allocation depends on fac-
tors such as the type of improvement 
and how the improvement relates func-
tionally to the building. For example, 
in the case of expenditures for an air- 
conditioning system or a roof, a rea-
sonable basis for allocating the expend-
itures among the two portions gen-
erally would be the volume of the 
building, excluding the enlargement, 
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served by the air-conditioning system 
or the roof relative to the volume of 
the enlargement served by the im-
provement. 

(d) Rules applicable to rehabilitations of 
certified historic structures—(1) Definition 
of certified historic structure. The term 
‘‘certified historic structure’’ means 
any building (and its structural compo-
nents) that is— 

(i) Listed in the National Register of 
Historic Places (‘‘National Register’’); 
or 

(ii) Located in a registered historic 
district and certified by the Secretary 
of the Interior to the Internal Revenue 
Service as being of historic signifi-
cance to the district. 
For purposes of this section, a building 
shall be considered to be a certified 
historic structure at the time it is 
placed in service if the taxpayer rea-
sonably believes on that date the build-
ing will be determined to be a certified 
historic structure and has requested on 
or before that date a determination 
from the Department of Interior that 
such building is a certified historic 
structure within the meaning of this 
paragraph (d)(1)(i) or (ii) and the De-
partment of Interior later determines 
that the building is a certified historic 
structure. 

(2) Definition of registered historic dis-
trict. The term ‘‘registered historic dis-
trict’’ means any district that is— 

(i) Listed in the National Register, or 
(ii) (A) Designated under a statute of 

the appropriate State or local govern-
ment that has been certified by the 
Secretary of the Interior to the Inter-
nal Revenue Service as containing cri-
teria that will substantially achieve 
the purpose of preserving and rehabili-
tating buildings of historic significance 
to the district, and (B) certified by the 
Secretary of the Interior as meeting 
substantially all of the requirements 
for the listing of districts in the Na-
tional Register. 

(3) Definition of certified rehabilitation. 
The term ‘‘certified rehabilitation’’ 
means any rehabilitation of a certified 
historic structure that the Secretary of 
the Interior has certified to the Inter-
nal Revenue Service as being con-
sistent with the historic character of 
the building and, where applicable, the 
district in which such building is lo-

cated. The determination of the scope 
of a rehabilitation shall be made on the 
basis of all the facts and circumstances 
surrounding the rehabilitation and 
shall not be made solely on the basis of 
ownership. The Secretary of the Inte-
rior shall take all of the rehabilitation 
work performed as part of a single re-
habilitation, including any post-certifi-
cation work, into account in deter-
mining whether the rehabilitation 
complies with the Department of Inte-
rior standards for rehabilitation and 
whether the certification should be 
granted, revoked, or otherwise invali-
dated. 

(4) Revoked or invalidated certification. 
If the Department of Interior revokes 
or otherwise invalidates a certification 
after it has been issued to a taxpayer, 
the basis attributable to rehabilitation 
of the decertified property shall cease 
to be section 38 property described in 
section 48(a)(1)(E). Such cessation shall 
be effective as of the date the activity 
giving rise to the revocation or invali-
dation commenced. See section 47 for 
the rules applicable to property that 
ceases to be section 38 property. 

(5) Special rule for certain buildings lo-
cated in registered historic districts. The 
exclusion in paragraph (c)(7)(iv) of this 
section does not apply to a building in 
a registered historic district if— 

(i) Such building was not a certified 
historic structure during the rehabili-
tation process; and 

(ii) The Secretary of the Interior cer-
tified to the Internal Revenue Service 
that such building was not of historic 
significance to the district. 
In general, the certification referred to 
in paragraph (d)(5)(ii) of this section 
must be requested by the taxpayer 
prior to the time that physical work on 
the rehabilitation began. If, however, 
the certification referred to in para-
graph (d)(5)(ii) of this section is re-
quested by the taxpayer after physical 
work on the rehabilitation of the build-
ing has begun, the taxpayer must cer-
tify to the Internal Revenue Service 
that, prior to the date that physical 
work on the rehabilitation began, the 
taxpayer in good faith was not aware of 
the requirement of paragraph (d)(5)(ii) 
of this section. The certification re-
ferred to in the previous sentence must 
be attached to the Form 3468 filed with 
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the tax return for the year in which the 
credit is claimed. 

(6) Special rule for certain rehabili-
tations begun before an area is designated 
as a registered historic district. In gen-
eral, the exclusion from the definition 
of qualified rehabilitation expenditure 
in paragraph (c)(7)(iv) of this section 
applies to any rehabilitation expendi-
tures that are incurred after a building 
becomes a certified historic structure 
within the meaning of section 48 
(g)(3)A) and paragraph (d)(1) of this sec-
tion or the area in which a building is 
located becomes a registered historic 
district within the meaning of section 
48 (g)(3)(B) and paragraph (d)(2) of this 
section. Rehabilitation expenditures 
incurred prior to such date, however, 
are not disqualified. In addition, reha-
bilitation expenditures made after the 
date the area in which a building is lo-
cated becomes a registered historic dis-
trict shall not be disqualified under 
paragraph (c)(7)(iv) of this section in 
any case in which physical work on the 
rehabilitation of a building begins 
prior to the date the taxpayer knows or 
has reason to know of an intention to 
nominate the area in which such build-
ing is located as a registered historic 
district. For purposes of this paragraph 
(d)(6), the taxpayer knows or has rea-
son to know of such an intention if 
there is (A) a communication (written 
or oral) to the owner of any building 
within the district from the Depart-
ment of the Interior, or any agency or 
instrumentality of the appropriate 
state or local government (or a des-
ignee of such agency or instrumen-
tality) that the district in which the 
building is located is being considered 
for designation as a registered historic 
district, (B) a legal notice of such con-
sideration published in a newspaper, or 
(C) a public meeting held to discuss 
such consideration. In order to take ad-
vantage of the special rule of this para-
graph (d)(6), the taxpayer must attach 
to the Form 3468 filed for the taxable 
year in which the credit is claimed a 
statement that the taxpayer in good 
faith did not know, or have reason to 
know, of an intention to nominate the 
area in which the building is located as 
a registered historic district. 

(7) Notice of certification—(i) In gen-
eral. Except as otherwise provided in 

paragraph (d)(7)(ii) of this section, a 
taxpayer claiming the credit for reha-
bilitation of a certified historic struc-
ture (within the meaning of section 
48(g)(3) and paragraph (d)(1) of this sec-
tion) must attach to the Form 3468 
filed with the tax return for the tax-
able year in which the credit is claimed 
a copy of the final certification of com-
pleted work by the Secretary of the In-
terior, and for returns filed after Janu-
ary 9, 1989, evidence that the building 
is a certified historic structure. 

(ii) Late certification. If the final cer-
tification of completed work has not 
been issued by the Secretary of the In-
terior at the time the tax return is 
filed for a year in which the credit is 
claimed, a copy of the first page of the 
Historic Preservation Certification Ap-
plication—Part 2—Description of Reha-
bilitation (NPS Form 10–168a), with an 
indication that it has been received by 
the Department of the Interior or its 
designate, together with proof that the 
building is a certified historic struc-
ture (or that such status has been re-
quested), must be attached to the Form 
3468 filed with the return. A notice 
from the Department of the Interior or 
the State Historic Preservation Officer, 
stating that the nomination or applica-
tion has been received, or a date- 
stamped nomination or application 
shall be sufficient indication that the 
nomination or application has been re-
ceived. The building need not be either 
listed in the National Register or be 
determined to be of historic signifi-
cance to a registered historic district 
at the time the return is filed for the 
year in which the credit is claimed. 
(See paragraph (d)(1) of this section.) 
The taxpayer must submit a copy of 
the final certification as an attach-
ment to Form 3468 with the first in-
come tax return filed after the receipt 
by the taxpayer of the certification. If 
the final certification is denied by the 
Department of Interior, the credit will 
be disallowed for any taxable year in 
which it was claimed. If the taxpayer 
fails to receive final certification of 
completed work prior to the date that 
is 30 months after the date that the 
taxpayer filed the tax return on which 
the credit was claimed, the taxpayer 
must submit a written statement to 
the District Director stating such fact 
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prior to the last day of the 30th month, 
and the taxpayer shall be requested to 
consent to an agreement under section 
6501(c)(4) extending the period of as-
sessment for any tax relating to the 
time for which the credit was claimed. 
The procedure permitted by the pre-
ceding sentence shall be used whenever 
the entire rehabilitation project is not 
fully completed by the date that is 30 
months after the taxpayer filed the tax 
return upon which the credit was 
claimed (e.g., a phased rehabilitation) 
and the Secretary of the Interior has 
thus not yet certified the rehabilita-
tion. 

(iii) Effective dates. Paragraph (d)(7)(i) 
of this section applies to returns for 
taxable years beginning before January 
1, 2002. The requirement in the fourth 
sentence of paragraph (d)(7)(ii) of this 
section applies only if the first income 
tax return filed after receipt by the 
taxpayer of the certification is for a 
taxable year beginning before January 
1, 2002. For rules applicable to returns 
for taxable years beginning after De-
cember 31, 2001, see paragraph (d)(7)(iv) 
of this section. 

(iv) Returns for taxable years beginning 
after December 31, 2001—(A) In general. 
Except as otherwise provided in para-
graph (d)(7)(ii) of this section and this 
paragraph (d)(7)(iv), a taxpayer claim-
ing the credit for rehabilitation of a 
certified historic structure (within the 
meaning of section 47(c)(3) and para-
graph (d)(1) of this section) for a tax-
able year beginning after December 31, 
2001, must provide with the return for 
the taxable year in which the credit is 
claimed, the NPS project number as-
signed by, and the date of the final cer-
tification of completed work received 
from, the Secretary of the Interior. If a 
credit (including a credit for a taxable 
year beginning before January 1, 2002) 
is claimed under the late certification 
procedures of paragraph (d)(7)(ii) of 
this section and the first income tax 
return filed by the taxpayer after re-
ceipt of the certification is for a tax-
able year beginning after December 31, 
2001, the taxpayer must provide the 
NPS project number assigned by, and 
the date of the final certification of 
completed work received from, the Sec-
retary of the Interior with that return. 

(B) Reporting and recordkeeping re-
quirements. The information required 
under paragraph (d)(7)(iv)(A) of this 
section must be provided on Form 3468 
(or its successor) filed with the tax-
payer’s return. In addition, the tax-
payer must retain a copy of the final 
certification of completed work for as 
long as its contents may become mate-
rial in the administration of any inter-
nal revenue law. 

(C) Passthrough entities. In the case of 
a credit for qualified rehabilitation ex-
penditures of a partnership, S corpora-
tion, estate, or trust, the requirements 
of this paragraph (d)(7)(iv) apply only 
to the entity. Each partner, share-
holder or beneficiary claiming a credit 
for such qualified rehabilitation ex-
penditures from a passthrough entity 
must, however, provide the employer 
identification number of the entity on 
Form 3468 (or its successor). 

(e) Adjustment to basis—(1) General 
rule. Except as otherwise provided by 
this paragraph (e), if a credit is allowed 
with respect to property attributable 
to qualified rehabilitation expenditures 
incurred in connection with the reha-
bilitation of a qualified rehabilitated 
building, the increase in the basis of 
the rehabilitated property that would 
otherwise result from the qualified re-
habilitation expenditures must be re-
duced by the amount of the credit al-
lowed. See section 48(q) and the regula-
tions there under for other rules con-
cerning adjustments to basis in the 
case of section 38 property. 

(2) Special rule for certain property re-
lating to certified historic structures. If a 
rehabilitation investment credit is al-
lowed with respect to property that is 
placed in service before January 1, 1987, 
or property that qualifies for the tran-
sition rules in paragraph (a)(2)(iv) (B) 
or (C) of this section, and such prop-
erty is attributable to qualified reha-
bilitation expenditures incurred in con-
nection with the rehabilitation of a 
certified historic structure, the in-
crease in the basis of the rehabilitated 
property that would otherwise result 
from the qualified rehabilitation ex-
penditures must be reduced by one-half 
of the amount of the credit allowed. 

(3) Recapture of rehabilitation invest-
ment credit. If during any taxable year 
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there is a recapture amount deter-
mined with respect to any credit that 
resulted in a basis adjustment under 
paragraph (e) (1) or (2) of this section, 
the basis of such building (immediately 
before the event resulting in such re-
capture) shall be increased by an 
amount equal to such recapture 
amount. For purposes of the preceding 
sentence, the term ‘‘recapture 
amount’’ means any increase in tax (or 
adjustment in carrybacks or 
carryovers) determined under section 
47(a)(5). 

(f) Coordination with other provisions 
of the Code—(1) Credit claimed by lessee 
for rehabilitation performed by lessor. A 
lessee may take the credit for rehabili-
tation performed by the lessor if the 
requirements of this section and sec-
tion 48(d) are satisfied. For purposes of 
applying section 48(d), the fair market 
value of section 38 property described 
in section 48(a)(1)(E) shall be limited to 
that portion of the lessor’s basis in the 
qualified rehabilitated building that is 
attributable to qualified rehabilitation 
expenditures. In the case of a portion 
of a building that is divided into more 
than one leasehold interest, the quali-
fied rehabilitation expenditures attrib-
utable to the common elements shall 
be allocated to the individual leasehold 
interests in accordance with the prin-
ciples of paragraph (c)(10)(ii) of this 
section. Furthermore, a leasehold in-
terest’s share of the common elements 
shall not be considered to have been 
placed in service prior to the time that 
the particular leasehold interest is 
placed in service. 

(2) When the credit may be claimed—(i) 
In general. The investment credit for 
qualified rehabilitation expenditures is 
generally allowed in the taxable year 
in which the property attributable to 
the expenditure is placed in service, 
provided the building is a qualified re-
habilitated building for the taxable 
year. See paragraph (b) of this section 
and section 46(c) and § 1.46–3(d). Under 
certain circumstances, however, the 
credit may be available prior to the 
date the property is placed in service. 
See section 46(d) and § 1.46–5 (relating 
to qualified progress expenditures). 
Solely for purposes of section 46(c), 
property attributable to qualified reha-
bilitation expenditures will not be 

treated as placed in service until the 
building with respect to which the ex-
penditures are made meets the defini-
tion of a qualified rehabilitated build-
ing (as defined in section 48(g)(1) and 
paragraph (b) of this section) for the 
taxable year. Accordingly, in the first 
taxable year for which the building be-
comes a qualified rehabilitated build-
ing, the property described in section 
48(a)(1)(E) attributable to expenditures 
described in paragraph (c) of this sec-
tion, shall be considered to be placed in 
service, if such property was considered 
placed in service under section 46(c) 
and the regulations thereunder without 
regard to this paragraph (f)(2)(i) in that 
taxable year or a prior taxable year. 
For purposes of the preceding sentence, 
the requirement of section 
48(g)(1)(A)(iii) and paragraph (b)(3) of 
this section, relating to the definition 
of a qualified rehabilitated building 
shall be deemed to be met if the tax-
payer reasonably expects that no reha-
bilitation work undertaken during the 
remainder of the rehabilitation process 
will result in a failure to satisfy the re-
quirements of paragraph (b)(3) of this 
section. If the requirements of para-
graph (b)(3) of this section, are not sat-
isfied, however, the credit shall be dis-
allowed for the taxable year in which it 
was claimed. If a taxpayer fails to com-
plete physical work on the rehabilita-
tion prior to the date that is 30 months 
after the date that the taxpayer filed a 
tax return on which the credit is 
claimed, the taxpayer must submit a 
written statement to the District Di-
rector stating such fact prior to the 
last day of the 30th month, and shall be 
requested to consent to an agreement 
under section 6501(c)(4) extending the 
period of assessment for any tax relat-
ing to the item for which the credit 
was claimed. 

(ii) Section 38 property described in sec-
tion 48(a)(1)(E). In the case of section 38 
property described in section 
48(a)(1)(E), the section 38 property is 
not the building. Instead, the section 38 
property is the portion of the basis of 
the building that is attributable to 
qualified rehabilitation expenditures. 
Therefore, for example, for purposes of 
the determination of when such section 
38 property is placed in service, a deter-
mination must be made regarding when 
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property attributable to the portion of 
the basis of the building attributable 
to qualified rehabilitation expenditures 
is placed in service. The issue of when 
the building is placed in service is thus 
not relevant. In fact, under this test, 
the building itself may never have been 
taken out of service during the reha-
bilitation process. If the building is re-
habilitated over several years in stages 
(e.g., by floors), section 38 property at-
tributable to qualified rehabilitation 
expenditures to a qualified rehabili-
tated building placed in service in each 
taxable year shall, generally, be treat-
ed as a separate item of section 38 
property. 

(iii) Example. The application of this 
paragraph (f)(2) may be illustrated by 
the following example: 

Example. Assume that A, a calendar year 
taxpayer, purchases a four-story building on 
January 1, 1983, for $100,000, and incurs 
$10,000 of qualified rehabilitation expendi-
tures in 1983 to rehabilitate floor one, $50,000 
of qualified rehabilitation expenditures in 
1984 to rehabilitate floor two, $70,000 of quali-
fied rehabilitation expenditures in 1985 to re-
habilitate floor three, and $60,000 of qualified 
rehabilitation expenditures in 1986 to reha-
bilitate floor four. Assume further that A 
places the property attributable to these ex-
penditures in service on the last day of the 
year in which the respective expenditures 
were incurred and that the building is never 
taken out of service since as each floor is re-
habilitated, the other three floors are occu-
pied by tenants. Under the rule in this para-
graph (f)(2), the portion of the basis of the 
building that is attributable to qualified re-
habilitation expenditures incurred with re-
spect to floor one and two are deemed to be 
placed in service in 1985, because that is the 
first year that the substantial rehabilitation 
test described in paragraph (b) of this section 
is met ($120,000 of expenditures incurred by A 
during a measuring period ending on Decem-
ber 31, 1985 is greater than the $110,000 basis 
at the beginning of the period). Assume that 
as of December 31, 1985, at least 75 percent of 
the external walls of the building have been 
retained during the rehabilitation process 
and that A has a reasonable expectation that 
no work during the remainder of the reha-
bilitation process will result in less than 75 
percent of the external walls being retained. 
A may claim a credit for A’s 1985 taxable 
year on $130,000 of qualified rehabilitation 
expenditures ($10,000 in 1983, $50,000 in 1984, 
and $70,000 in 1985). (See paragraph (c)(6) of 
this section for rules applicable to when 
qualified expenditures may be incurred. In 
addition, see section 46 (d) and § 1.46–5 for 
rules relating to qualified progress expendi-

tures.) The fact that the building was a 
qualified rehabilitated building for A’s 1985 
taxable year, however, has no effect on 
whether the building is a qualified rehabili-
tated building for A’s 1986 taxable year. In 
order to determine whether A is entitled to 
claim a credit on A’s 1986 return for the 
$60,000 of qualified rehabilitation expendi-
tures incurred in 1986, A must select a meas-
uring period ending in 1986 and must deter-
mine whether the building is a qualified re-
habilitated building for that year. Solely for 
purposes of determining whether the build-
ing was substantially rehabilitated, expendi-
tures incurred in 1984 and 1985, even though 
considered in determining whether the build-
ing was substantially rehabilitated for A’s 
1985 taxable year, may be used in addition to 
the expenditures incurred in 1986 to deter-
mine whether the building was substantially 
rehabilitated for A’s 1986 taxable year, pro-
vided the expenditures were incurred during 
any measuring period selected by A that 
ends in 1986. 

(3) Coordination with section 47. If 
property described in section 48(a)(1)(E) 
is disposed of by the taxpayer, or oth-
erwise ceases to be ‘‘section 38 prop-
erty,’’ section 47 may apply. Property 
will cease to be section 38 property, 
and therefore section 47 may apply, in 
any case in which the Department of 
Interior revokes or otherwise invali-
dates a certification of rehabilitation 
after the property is placed in service 
or a building (other than a certified 
historic structure) is moved from the 
place where it is rehabilitated after the 
property is placed in service. If, for ex-
ample, the taxpayer made modifica-
tions to the building inconsistent with 
Department of Interior standards, the 
Secretary of the Interior might revoke 
the certification. In addition, if all or a 
portion of a substantially rehabilitated 
building becomes tax-exempt use prop-
erty (see paragraph (c)(7)(vi) of this 
section) for the first time within five 
years after the credit is claimed, the 
credit will be recaptured under section 
47 at that time as if the building or 
portion of the building which becomes 
tax-exempt use property had then been 
sold. 

[T.D. 8233, 53 FR 39592, Oct. 11, 1988; 53 FR 
43866, Oct. 31, 1988, as amended by T.D. 8989, 
67 FR 20030, Apr. 24, 2002; T.D. 9040, 68 FR 
4920, Jan. 31, 2003] 
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Topical Tax Brief – Property Leased to a Tax-Exempt Entity 
 

Prepared by Mark Primoli and Tom Gavin, Internal Revenue Service 
 

Here we review how the provisions set forth under Internal Revenue Code Section 47(c)(2)(B)(v), dealing 

with property leased to a tax-exempt entity, may impact the use of the rehabilitation tax credit. These 

rules apply for both the 10% non-historic tax credit and the 20% historic tax credit. 

 

Disqualified Lease Rules  

 

When a property owner leases their building or a portion of their building to a tax-exempt entity, i.e. 

governmental unit, a tax-exempt organization, or a foreign person/entity, it is important that they are 

familiar with the "disqualified lease" rules that may prevent them from claiming an otherwise eligible 

rehabilitation tax credit. 

 

Internal Revenue Code Section 168(h) contains a comprehensive set of rules dealing with leases of 

property to "tax-exempt entities". Under these rules, real property, which is leased to a tax-exempt entity 

in a "disqualified lease", is treated as "tax-exempt use property". Qualified rehabilitation expenditures 

associated with tax-exempt use property are not eligible for the rehabilitation tax credit. 

 

A "disqualified lease" is defined in Internal Revenue Code Section 168(h)(1)(B)(ii) as a lease to a tax-

exempt entity where:  

 

1. Part or all of the property was financed directly or indirectly by an obligation in which the interest 

is tax-exempt under Internal Revenue Code Section 103(a) and such entity (or related entity) 

participated in the financing, or 

 

2. Under the lease there is a fixed or determinable purchase price or an option to buy, or 

 

3. The lease term is in excess of 20 years, or 

 

4. The lease occurs after a sale or lease of the property and the lessee used the property before the 

sale or lease. See Internal Revenue Code Section 168(h)(1)(B)(ii). 

 

Lease Term  

 

When determining whether a lease has a term in excess of 20 years, the term of the lease is deemed to 

begin when the property is first made available to the lessee under the lease. Treasury Regulation 

1.168(j)-1T Q17 states that the lease term includes not only the stated duration, but also any additional 

period of time which is within the realistic contemplation of the parties at the time the property is first put 

into service. The Treasury Regulations cite Hokanson v. Commissioner 730 F.2nd 1245, 1248 (9th 

Circuit 1984). 

 

The Treasury Regulations also provide that the term of the lease includes all periods for which the tax-

exempt lessee or a related party has a legally enforceable option to renew the lease, or the lessor has a 
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legally enforceable option to compel its renewal by the tax-exempt entity or a related party, unless the 

option to renew is at fair market value determined at the time of renewal. 

 

In other words, a lessor is allowed to renew a tax-exempt entity's original "under 20 year lease" as long as 

the new lease is at fair market value. 

 

The 50% Threshold Test  

 

An exception under Internal Revenue Code Section 168(h)(1)(B)(iii) provides that property is treated as 

tax-exempt use property only if the portion of such property leased to tax-exempt entities under 

disqualified leases is more than 50% of the property. 

 

The phrase "more than 50%" means more than 50% of the net rentable floor space of the building. The 

net rentable floor space would not include the common areas of the building, regardless of the terms of 

the lease. See Treasury Regulation 1.168(j)-1T Q-6. 

 

If more than 50% of a building is leased to a tax-exempt entity, a taxpayer would be able to claim the 

rehabilitation tax credit on the expenditures incurred for the portion of the building not rented to a tax-

exempt entity. This is illustrated in the following example: 

 

A taxpayer purchases a building for $50,000 and spends $100,000 to rehabilitate the property. Three 

fourths of the building is leased to a tax-exempt entity for 25 years making 75% of its net rentable 

space tax-exempt use property. No rehabilitation tax credit would be allowed on the $75,000 of 

rehabilitation expenditures attributable to the tax-exempt use portion of the building. However, the 

taxpayer would be allowed a rehabilitation tax credit on the $25,000 expended on the portion of the 

building not leased to a tax-exempt entity. 

 

In situations where an expenditure is not considered to be a qualified rehabilitation expenditure because it 

is applicable to a portion of the building which is tax-exempt use property, the expenditure can still be 

included in the computation to determine whether a building has been "substantially rehabilitated". See 

Internal Revenue Code Section 47(c)(2)(B)(v). 

 

Property Owned by Partnerships with Taxable and Tax-Exempt Partners  

 

Many tax-exempt organizations are affiliated with "for-profit" entities. In these situations, tax-exempt use 

property would not include property which is predominantly used by a tax-exempt entity in an unrelated 

trade or business (directly or through a partnership in which such entity is a partner) on which it pays 

taxes. See Internal Revenue Code Section 168(h)(1)(D). 

 

When property is owned by a partnership that consists of both taxable and tax-exempt partners, Internal 

Revenue Code Section 168(h)(6) sets forth a number of specific rules intended to prevent the use of tiered 

arrangements or partnerships and other pass-through entities to allocate in a disproportionate manner the 

tax benefits and burdens of property owned by tax-exempt entities. In general, if any property that is not 

otherwise treated as tax-exempt use property is owned by a partnership that has both tax-exempt and 

taxable partners, the proportionate share of the property allocated to the tax-exempt partners will be 

treated as tax-exempt use property. 

 

Any allocation to the tax-exempt entity of partnership items must be a "qualified allocation" (meaning 

equal distribution of income, gain, loss, credit and basis) and must have "substantial economic effect" (the 

Treasury Regulations provide that the economic effect of an allocation is substantial if there is a 
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reasonable possibility that the allocation will affect substantially the dollar amounts to be received by the 

partners from the partnership, independent of tax consequences). 

 

Disqualified Lease Rule Examples  

 

Example 1.   A taxpayer rehabilitates an historic structure and leases the building to the City of 

Pleasantville. The taxpayer financed the rehabilitation with tax-exempt bonds issued by the City of 

Pleasantville. Even if the lease term is less than 20 years, the fact that the rehabilitation was financed 

(directly or indirectly) with bonds exempt from tax under Internal Revenue Code Section 103(a), the 

agreement between the city and the taxpayer will result in a disqualified lease. 

 

Example 2.   A taxpayer rehabilitates an historic structure and leases the building to the Willow Theater, 

a non-profit community theater group. If the taxpayer includes in the lease agreement an option for the 

Willow Theater to purchase the building after 15 years, the agreement will result in a disqualified lease. 

 

Example 3.   A taxpayer rehabilitates an historic structure and leases the building to a foreign owned 

corporation. The lease agreement contains a provision where the lease term is equal to 15 years with a 

legally enforceable option to renew the lease for an additional 10 years at a fixed, non-negotiable price. 

Since the lease term is in excess of 20 years, the agreement creates a disqualified lease. 

 

If, in this example, the lease agreement contained a 15 year option to renew at the fair market value that 

will be determined at the time of renewal, the agreement would not result in a disqualified lease. 

 

Example 4.   The historic St. Johns School was in dire need of a substantial rehabilitation. The school 

sold the building to a XYZ Limited Partnership for $500,000. The Partnership spent $1,000,000 

rehabilitating the property. The Partnership leased the property back to St. Johns School. The resulting 

agreement would be a disqualified lease because Internal Revenue Code Section 168(h)(1)(B)(iv) 

specifically states a disqualified lease occurs after a sale (or other transfer) of property by, or lease of the 

property from, the tax-exempt entity and the property has been used by the entity before the sale (or other 

transfer) or lease. 
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Topical Tax Brief – Allocations of Tax Credits 
 
Prepared by Dianne Adelberg, Internal Revenue Service 
 
Overview 
 
It is impossible to evaluate whether or not a tax credit was properly allocated without first understanding 
the nature of the credit, the nature of the debt being used to finance the property (recourse or 
nonrecourse), and the complex rules of IRC 704(b) concerning economic effect, substantiality, and the 
allocation of nonrecourse deductions. A basic understanding of the principles presented in this chapter is 
necessary in order to determine if the allocation of credits should be respected. 
 
The tax code has numerous provisions for tax credits. The credits most commonly seen in the partnership 
context are the low-income housing credit under IRC 42 and the rehabilitation tax credit under IRC 47. 
The rehabilitation credit is part of the investment tax credit. Both the investment tax credit and the low-
income housing credit fall under the IRC 38 General Business Credit. 
 
The regulations treat the allocation of the investment tax credit (which includes the rehabilitation credit) 
differently from other credits. For this reason, the allocation of the rehabilitation credit will be discussed 
separately. 
 
Tax Credits in General 
 
In general, tax credits do not impact the partner's capital account. They therefore have no effect on the 
dollar entitlements of the partners in terms of cash distributions or cash upon liquidation. Thus, an 
allocation of a credit cannot have substantial economic effect and must be allocated according to the 
partners' interests in the partnership. 
 
There is no specific, mechanical, safe harbor for allocating tax credits. The regulations state that if a 
partnership expenditure that gives rise to a tax credit also gives rise to valid allocations of loss or 
deduction, then the credit will be allocated in the same manner as the loss or deduction which decreases 
the partners' capital accounts. The regulations also state that identical principles apply with credits that 
arise from receipts of the partnership. Reg. 1.704-1(b)(4)(ii). 
 
Example 1:   
 
Development Corp., a real estate developer, is a partner in a low-income housing partnership. The other 
partner is an investment partnership. Profits and losses are split 50/50, with the depreciation and low 
income housing credit specially allocated 99% to the investment partnership and 1% to Development 
Corp. The debt is recourse debt from an unrelated lender and both partners are general partners. The 
partnership agreement complies with all of the requirements of 1.704-1 concerning economic effect. 
Since a partnership expenditure which gives rise to the tax credit (the building's qualified basis) also gives 
rise to a valid allocation of partnership deduction (depreciation) which reduces the capital accounts, then 
the allocation of tax credit 99% to the investment partnership partner will be respected. 
 



In the above example, the allocation of credit is respected because its associated allocation of depreciation 
deduction is respected. The allocation of credit parallels the allocation of depreciation. The allocation of 
depreciation is respected because the partnership complies with the safe harbor for economic effect, at 
least so long as the deductions are attributable to positive balance in the partner's capital accounts. The 
allocation must be independently examined to determine if such economic effect is substantial. 
In analyzing whether or not credits are properly allocated, it is critical to determine if the "other valid 
allocation" to which the credit is tied is to be analyzed using the economic effect rules of 1.704-1(b)(2) or 
the rules in 1.704-2 concerning the allocation of nonrecourse deductions. 
 
If, in the above example, the debt were nonrecourse, the allocation of the credit would be altered. It would 
not be possible to simply tie the allocation of the credit to the allocation of the property's depreciation 
deductions. In a nonrecourse context, the depreciation deductions cannot have economic effect because 
no partner bears the economic risk of loss. Nonrecourse deductions must be allocated either in accordance 
with the partners' interests in the partnership under Regulation 1.704-1(b)(3) or under the safe harbor 
nonrecourse deduction provisions under Regulation 1.704-2(e). 
 
The second requirement of the nonrecourse safe harbor presents an area of concern in evaluating the 
allocation of a tax credit in a nonrecourse context. This consistency requirement stipulates that allocations 
of nonrecourse deductions are allocated in a manner that is reasonably consistent with some other 
"significant" partnership item (other than a minimum gain chargeback) having substantial economic 
effect. This item must be attributable to the property securing the nonrecourse debt. 
 
Example 2: 
 
The facts are the same as in Example 1, but the debt (from an unrelated lender) is nonrecourse debt. The 
partnership agreement meets the nonrecourse debt safe harbor under Reg. 1.704-2(e). The partnership 
agreement calls for allocating the credit in accordance with the partnership's profit share since this is a 
significant partnership item, which has both substantial economic effect and relates to the property 
secured by the nonrecourse debt. The credit is therefore allocated 50% to Development Corp. and 50% to 
the investment partnership partner. 
 
Banks often become investors in low-income housing partnerships. If a bank acts as a nonrecourse lender 
in addition to being a partner, the bank is considered to bear the economic risk of loss to the extent that 
the liability is not borne by another partner. Regulation 1.752-2(c)(1). 
 
Example 3: 
 
A real estate development corporation and a bank form a partnership to develop low-income housing. The 
bank acts as the lender and provides nonrecourse financing. The partnership agreement calls for profits 
and losses to be split equally with all of the depreciation and credit being allocated to the bank. In this 
case, the special allocation of depreciation and tax credit to the bank would be evaluated under the 
economic effect rules since the bank bears the economic risk of loss. If the partnership agreement adheres 
to the requirements relating to economic effect (Reg. 1.704-1(b)(2)(ii)(b)), and if there is no substantiality 
problem, the special allocations to the bank will be respected. 
 
Rehabilitation Credit 
 
Unlike the low-income housing tax credit, the rehabilitation tax credit does have an impact on the 
partners' capital accounts. The partnership must reduce the depreciable basis of the building by the 
amount of the rehabilitation tax credit. Similarly, a partner must reduce his capital account by his ratable 
share of the rehabilitation tax credit.  

 2



 3

 
The rule for allocating the rehabilitation tax credit is found in Regulation 1.46-3(f)(2). The general rule is 
that each partner's share of the rehabilitation costs is based on the general profit ratio of the partnership. 
This ratio should reflect the partners' real economic sharing arrangement. 
 
The exception to the general rule is that a special allocation is possible if:  
 

1. All related items of income, gain, loss, and deduction with respect to the property are specially 
allocated in the same manner and; 
 

2. Such allocation is either made in accordance with the partner's interest in the partnership or has 
substantial economic effect.  

 
Example 3 in Reg. 1.46-3(f)(3) discusses a partnership engaged in the business of renting equipment 
whose cost qualified for the investment tax credit. Under the partnership agreement, the income, gain or 
loss on disposition, depreciation and other deductions attributable to the equipment are specially allocated 
70% to one partner and 30% to the other partner. The conclusion is that if this allocation is made in 
accordance with the partners' interests in the partnership or has substantial economic effect, the cost of the 
equipment (and therefore the tax credit) will be taken into account 70% by one partner and 30% by the 
other partner. 
 
These regulations do not permit the flexibility of separately allocating items being generated by the same 
property. It would not be possible to sever the depreciation and credits from other items of deduction or 
income being generated by the same property. All related items of income gain, loss, and deduction from 
a particular property must be allocated together. Additionally, such allocation must meet the other 
requirements of IRC 704(b). 
 
Example: 
 
A real estate professional and a bank form a partnership to rehabilitate and rent a historic building. The 
bank is also acting as the partnership's lender. The bank is to receive 99% of the depreciation deductions 
and 99% of the rehabilitation credit. All other profits and losses are to be split 50/50. The partnership will 
maintain capital accounts in accordance with the regulations, positive capital account balances will be 
respected upon liquidation, and the partnership agreement contains an unlimited deficit restoration 
agreement. The debt is recourse debt. 
 
In this example, the allocation of the tax credit 99% to the bank will not be respected because a) it is not 
in accordance with the general profit sharing ratio of the partnership and b) the income, loss, and 
deductions are not allocated in the same manner. 
 
In situations where the rehabilitation costs are being funded by nonrecourse debt, the nonrecourse 
allocation safe harbor rules would apply in addition to the requirements of Reg. 1.46-3(f)(2).  
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Form   3468
Department of the Treasury  
Internal Revenue Service (99)

Investment Credit
▶ Attach to your tax return.                                                            

▶ Information about Form 3468 and its separate instructions is at www.irs.gov/form3468.

OMB No. 1545-0155

2012
Attachment   
Sequence No. 174

Name(s) shown on return Identifying number

Part I Information Regarding the Election To Treat the Lessee as the Purchaser of Investment Credit Property
If you are claiming the investment credit as a lessee based on a section 48(d) (as in effect on November 4, 1990) election, provide the 
following information. If you acquired more than one property as a lessee, attach a statement showing the information below.

1 Name of lessor
2 Address of lessor
3 Description of property
4 Amount for which you were treated as having acquired the property . . . . . . . . . . ▶ $

Part II Qualifying Advanced Coal Project Credit, Qualifying Gasification Project Credit, and Qualifying 
Advanced Energy Project Credit

5 Qualifying advanced coal project credit (see instructions):
a 
 

Qualified investment in integrated gasification combined cycle property 
placed in service during the tax year for projects described in section 
48A(d)(3)(B)(i) . . . . . . . $ × 20% (.20) 5a

b 
 

Qualified investment in advanced coal-based generation technology 
property placed in service during the tax year for projects described in
section 48A(d)(3)(B)(ii) . . . . . $ × 15% (.15) 5b

c 
 

Qualified investment in advanced coal-based generation technology 
property placed in service during the tax year for projects described in
section 48A(d)(3)(B)(iii) . . . . . $ × 30% (.30) 5c

d Total. Add lines 5a, 5b, and 5c . . . . . . . . . . . . . . . . . . . . . . . 5d
6 Qualifying gasification project credit (see instructions):

a 
 
 
 

Qualified investment in qualified gasification property placed in service 
during the tax year for which credits were allocated or reallocated after 
October 3, 2008, and that includes equipment that separates and
sequesters at least 75% of the project’s carbon dioxide 
emissions . . . . . . . . . $ × 30% (.30) 6a

b Qualified investment in property other than in a above placed in service 
during the tax year . . . . . . $ × 20% (.20) 6b

c Total. Add lines 6a and 6b . . . . . . . . . . . . . . . . . . . . . . . . 6c
7 Qualifying advanced energy project credit (see instructions):

Qualified investment in advanced energy project property placed in 
service during the tax year . . . . . . . . . . . . $ × 30% (.30) 7

8 Reserved . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8
9 Enter the applicable unused investment credit from cooperatives (see instructions) . . . . . 9

10 Add lines 5d, 6c, 7, and 9. Report this amount on Form 3800, line 1a . . . . . . . . . . 10
Part III Rehabilitation Credit and Energy Credit
11 Rehabilitation credit (see instructions for requirements that must be met):

a 
 
 

Check this box if you are electing under section 47(d)(5) to take your qualified rehabilitation 
expenditures into account for the tax year in which paid (or, for self-rehabilitated property, when 
capitalized). See instructions. Note. This election applies to the current tax year and to all later tax 
years. You may not revoke this election without IRS consent . . . . . . . . . . . ▶

b Enter the dates on which the 24- or 60-month measuring period begins
and ends

c Enter the adjusted basis of the building as of the beginning date above 
(or the first day of your holding period, if later) . . . . . . . . . $

d Enter the amount of the qualified rehabilitation expenditures incurred, or 
treated as incurred, during the period on line 11b above . . . . . $
Enter the amount of qualified rehabilitation expenditures and multiply by the percentage shown:

e Pre-1936 buildings located in the Gulf Opportunity Zone . $ × 13% (.13) 11e
f Pre-1936 buildings affected by a Midwestern disaster . . $ × 13% (.13) 11f
g Other pre-1936 buildings . . . . . . . . . . . . $ × 10% (.10) 11g
h Certified historic structures located in the Gulf Opportunity Zone  $ × 26% (.26) 11h

For Paperwork Reduction Act Notice, see separate instructions. Cat. No. 12276E Form 3468 (2012) 



Form 3468 (2012) Page 2 
Part III Rehabilitation Credit and Energy Credit (continued)

i Certified historic structures affected by a Midwestern disaster $ × 26% (.26) 11i

j Other certified historic structures . . . . . . . . . $ × 20% (.20) 11j

For properties identified on lines 11h, 11i, or 11j, complete lines 11k and 11l.
k Enter the assigned NPS project number or the pass-through entity’s employer identification

number (see instructions) . . . . . . . . . . . . . . .

l Enter the date that the NPS approved the Request for Certification of Completed Work (see 
instructions) . . . . . . . . . . . . . . . . . . . .

m Rehabilitation credit from an electing large partnership (Schedule K-1 (Form 1065-B), box 9) . . 11m

12 Energy credit:

a 
 
 

Basis of property using geothermal energy or solar energy (acquired before January 1, 2006, and 
the basis attributable to construction, reconstruction, or erection by the taxpayer before January 
1, 2006) placed in service during the tax year (see instructions)  . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . $ × 10% (.10) 12a

b 
 
 

Basis of property using solar illumination or solar energy placed in service during the tax year that 
was acquired after December 31, 2005, and the basis attributable to construction, reconstruction, or 
erection by the taxpayer after December 31, 2005 (see instructions) . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . $ × 30% (.30) 12b

Qualified fuel cell property (see instructions):

c 
 
 

Basis of property placed in service during the tax year that was acquired after December 31, 2005, 
and before October 4, 2008, and the basis attributable to construction, reconstruction, or erection
by the taxpayer after December 31, 2005, and before October 4, 2008 . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . $ × 30% (.30) 12c

d Applicable kilowatt capacity of property on line 12c (see instructions)  ▶ × $1,000 12d

e Enter the lesser of line 12c or line 12d . . . . . . . . . . . . . . . . . . . . 12e

f 
 

Basis of property placed in service during the tax year that was acquired after October 3, 2008, 
and the basis attributable to construction, reconstruction, or erection by the taxpayer after  
October 3, 2008 . . . . . . . . . . . . . . . $ × 30% (.30) 12f

g Applicable kilowatt capacity of property on line 12f (see instructions)   ▶ × $3,000 12g

h Enter the lesser of line 12f or line 12g . . . . . . . . . . . . . . . . . . . . 12h

i 
 

Qualified microturbine property (see instructions):
Basis of property placed in service during the tax year that was acquired after December 31, 2005, 
and the basis attributable to construction, reconstruction, or erection by the taxpayer after 
December 31, 2005 . . . . . . . . . . . . . . $ × 10% (.10) 12i

j Kilowatt capacity of property on line 12i  . . . . . . . . . .  ▶ × $200 12j

k Enter the lesser of line 12i or line 12j . . . . . . . . . . . . . . . . . . . . . 12k
Form 3468 (2012) 
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Part III Rehabilitation Credit and Energy Credit (continued)

Combined heat and power system property (see instructions):
Caution. You cannot claim this credit if the electrical capacity of the property is more than 50 
megawatts or 67,000 horsepower.

l 
 

Basis of property placed in service during the tax year that was acquired after October 3, 2008, 
and the basis attributable to construction,  reconstruction,  or  erection  by  the  taxpayer  after 
October 3, 2008 . . . . . . . . . . . . . . . .   $ × 10% (.10) 12l

m If the electrical capacity of the property is measured in:
• Megawatts, divide 15 by the megawatt capacity. Enter 1.0 if the capacity is 15 megawatts or 
less.
• Horsepower, divide 20,000 by the horsepower. Enter 1.0 if the capacity is  20,000 horsepower or 
less . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12m .

n Multiply line 12l by line 12m . . . . . . . . . . . . . . . . . . . . . . . . 12n

Qualified small wind energy property (see instructions):

o 
 
 

Basis of property placed in service during the tax year that was acquired after October 3, 2008, 
and before January 1, 2009, and the basis attributable to the construction, reconstruction, or 
erection by the taxpayer after October 3, 2008, and before January 1, 2009 . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . $ × 30% (.30) 12o

p Enter the smaller of line 12o or $4,000 . . . . . . . . . . . . . . . . . . . . 12p

q 
 

Basis of property placed in service during the tax year that was acquired after December 31, 2008, 
and the basis attributable to construction, reconstruction, or erection by the taxpayer after 
December 31, 2008 . . . . . . . . . . . . . . $ × 30% (.30) 12q

Geothermal heat pump systems (see instructions):
r 
 

Basis of property placed in service during the tax year that was acquired after October 3, 2008, 
and the basis attributable to construction,  reconstruction,  or  erection  by  the  taxpayer 
after October 3, 2008 . . . . . . . . . . . . . . $ × 10% (.10) 12r

Qualified investment credit facility property (see instructions):
s Basis of property placed in service during the tax year . . . $ × 30% (.30) 12s

13 Enter the applicable unused investment credit from cooperatives (see instructions) . . . . . 13

14 Add lines 11e through 11j, 11m, 12a, 12b, 12e, 12h, 12k, 12n, 12p, 12q, 12r, 12s, and 13. Report 
this amount on Form 3800, line 4a . . . . . . . . . . . . . . . . . . . . . 14

Form 3468 (2012) 
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